


No. 79 SEPTEMBER, 
THE 


ECONOMIC 
JOURNAL 


THE JOURNAL OF 
The Royal Economic Society 
EDITED BY 
F. Y. EDGEWORTH 
Ll. Articles— 


GERMAN LABOUR EXCHANGES a8 ai J. St. G. HEATH 


MOVEMENT FOR INTERNATIONAL LABOUR LEGISLATION 
MISS D. S. POTTER 


PRODUCERS’ AND CONSUMERS’ SURPLUS Prof. A. C. PIGOU 
DOCTRINE OF MALTHUS swe aes Prof. L. BRENTANO 


ll. Reviews— 


371 


WICK -STEED’S Ccemmon Sense of Foliti ical Eccnemy, 394: by Edwin. Cannan; 
JEVONS Sun's Heat and Traae Activity, 399: by Prof. S. J. Chapman ; ROWNTREE "s 
Land and Labour: Lessons from Belgium, 401: by L. L. Price; Four Cobden Club Pamphlets, 
405: by Meredith; HAR/STOY’S Impét sur le Revenn, 407: by S. H. ‘Turner ; 
DAWBARN'S Social Contract, 410: by S. H. Turner; KANOOP'’S Trading Enterprises of 
Manchester, 411: by S. H. Turner; VE/LLER'S Housing Reform, 413: by Mrs. L. Fisher; 
SCHIFF'S Unternehmertum oder Gemeindebetriebe, 415: by Pref. D. Knoop ; HAWLEY'S 
Enterprise and the Productive Process, 416: by Prof. D. Knoop; PASSOWU"S Die Bilanzen 
der Privaten Unternchmungeh, 417: by Prof. D. “Knoo p; DAW SON' S Vag vancy Problem, 418: 

by E. Dillon Clarke; H/GGS’ & HAYWARD'S Where shall she Ps ive? 419: by Miss H 

Bosanquet ; WEBB’S State and the Doctor, 420: by Graham Wallas; Ladsour Party's Life and 
Labour in Germany, 4 21: by W. H. Dawson; HANEY'S History: of Railways in the United 


States, 425: 


by a t Stephenson; CHART’S Ireland from the Union to Catholic Emanet- 


pation, 429: by A. Finlay; WELSFORD'S Strength of England, $32 : by J. H. Clapham. 
ROOSEBOOM s Scottish Staple, 435: by W. R. Scott; ARIE. SSEL Die De utschen Gross- 


banken, 435: C. Rozenraad; SC Hh MIDTS Bank und Gel ‘ive 1 fassun, 436: 


35 


Rozenraad ; [VE BB S Rupee Problem, 438: by J. M. Keynes. 


lil. Notes and Memoranda— 
APPLICATIONS OF PROBABILITIES TO ECONOMICS Il. Prof. F. Y. EDGEWORTH 
MUST INVENTIONS REDUCE RATE OF INTEREST? Prof. S. J. CHAPMAM 
DEPRECIATION... RKO we oe VBR Soniye 
REFORM OF THE POOR LAWS és ae ae oe C. J. HAMILTON 


TRADE UNION AND PARLIAMENTARY REPRESENTATION 
Prof. W. M. GELDART 


REPORT OF COMMISSION ON RAILWAYS ve ». W. T. STEPHENSON 
REPORT ON THE EMPLOYMENT GF CHILDREN ACT.. «. N. B., DEARLE 
REPORT ON EMPLOYMENT GIVEN TO THE UNEMPLOYED N. B. DEARLE 
LA SITUATION HYGIENIQUE DES HABITATION OUVRIERES Se one S 
OBITUARY :— 

WILLIAM GRAHAM SUMNER 
CURRENT TOPICS 


LIV. Recent Pertcatcals pe New Books 


Dondon 


MACMILLAN AND CO, LIMITED 
NEW YORK: THE MACMILLAN COMPANY 


Price Five Shillings net 


All communications respecting Advertisements to be sent to 


Messrs. MACMILLAN & Co., Ltd., St. Martin’s Street, London, W.C, 


by C. 


441 
465 
469 
472 


480 
434 
487 
492 
495 
496 
497 
506 











Clearance Catalogue of Secondhand Books at 25 per cent. Discount for Cash. 


HENRY SOTHERAN & CO. 


Beg to announce that owing to the expiry of the Lease of their West-End House at No. 37, 
they have now removed to No. 43, PICCADILLY and are offering until November 30th 
a large portion of their SECONDHAND STOCK at a net CASH DISCOUNT OF 
TWENTY-FIVE PER CENT. 


The Three Parts Post Free on Application. 


140, STRAND, W.C., and 43, PICCADILLY, W. 


Telegraphic Address: BOOKMEN, LONDON. Pan aenG (ierend. CENTRAL 1515. 
Codes: UNICODE and A.B.C. ee" *\Piccadilly, MAYFAIR 3601. 











Macmillan’s New and Recent 


Books on Economics, Gc. 


Prof. WILLIAM ‘SMART'S NEW WORK. 


THE ECONOMIC ANNALS OF THE NINE- 
TEENTH CENTURY. 


By Witttam Smart, D.Phil., LL.D., Adam Smith Professor of Political 


Economy in the University of Glasgow. Part I. 1801-1820. 8vo. 
[/mmediately. 


A PROJECT OF EMPIRE. A Critical Study of the 


Economics of Imperialism, with Special Reference to the Ideas of Adam Smith. By 
J. SHIELD NICHOLSON, M.A. 8vo, 7s. 6d. net.] 





ECONOMIC JOURNAL.—“ The book is in many ways a great one. It has three requisites of literature: 
a subject matter of interest, a clear and personal style, a broad and sympathetic outlook.” 


THE ECONOMICS OF RAILWAY TRANSPORT. By 


SYDNEY CHARLES WILLIAMS, B.A., Secretary to the Agent, East Indian Railway. 
Crown 8vo. 3s. 6d. net. 


ECONOMIC REVIEW.—“ It was with a feeling of reil pleasure that we read this book, for it is the 
exception, and not the rule, for a uscful addition to the literature on railway economics tu come from the 
pen of an Englishman . . . the volume is full of suggestion,” 


THE COMMON SENSE OF POLITICAL ECONOMY. 


Including a Study of The Human Basis of Economic Law. By PHILip H. WICKSTEED, 
M.A. With Diagrams. 8vo, 145. net. 


THE WORKING FAITH OF THE SOCIAL REFORMER 
AND OTHER ESSAYS. By Henry Jones, M.A., LL.D., Professor of Moral 
Philosophy in the University of Glasgow. S8vo, 75. 6d. net. 


DAILY NEWS.—‘‘ The book is full of interest, brilliantly written, with far views into the significance 
of human effort and the range of human influence and co-operation.” 





MACMILLAN & CO., Ltp., LONDON. 


All communications respecting Advertisements to be sent to 
Messrs. Macmititan & Co., Ltd., St. Martin’s Street, London, W.C. 








THE ECONOMIC JOURNAL 


SEPTEMBER, 1910 


GERMAN LABOUR EXCHANGES. 


PROBABLY few people in England have any conception of the 
amount of literature which has appeared in Germany on the 
subject of labour exchanges. In quantity, at least, it far out- 
weighs all that has been written in England during the last 
twenty years on the whole problem of low wages and unemploy- 
ment. Few people in England, further, are aware that the first 
labour exchange in Germany was started in the year 1841, and 
that there are now in Germany, at the lowest calculation, over 
one thousand labour exchanges. So far in England only two 
accounts of any note have appeared on this subject. The first 
was a report presented to the Board of Trade in 1904 on “ Agencies 
and Methods for Dealing with the Unemployed in Certain 
Foreign Countries,’ by Mr. D. F. Schloss. The other con- 
sisted of two extremely interesting descriptions of German labour 
exchanges by Mr. W. H. Beveridge, published in two earlier 
numbers of this JOURNAL.’ Out of the mass of material collected 
by the present writer for a descriptive work on the many- 
sided aspects of German labour exchanges, a few points have 
here been selected in advance in order to deal somewhat cursorily 
with one or two aspects which may be of immediate interest as 
showing how Germany has met and dealt with problems which 
the new labour exchanges in England are already called upon to 
face. 

In this country popular attention has been directed mainly 
to the public official labour exchanges in Germany, and streams 
of English visitors have poured over to inspect the big labour 
exchanges in some of the large towns. The following figures will 
show that there are three most important kinds of labour ex- 

1 See Appendix to Unemployment, by W. H. Beveridge. 
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changes, namely, the public exchanges, those of the masters, and 
those of the men ; and we give here the figures of the places filled 
by each in the whole of the German Empire in 1908 :— 


Public Labour Exchanges (figures for men only)... ... ... ... 660,000 
Employers’ Labour Exchanges (almost entirely men) pane 560,000 
Employees’ Labour Exchanges (almost entirely men) eae Uren 300,000 ? 


Still more surprising is a comparison of the figures of places 
filled by Munich in the years 1906 and 1908 by the different 
kinds of public and private labour exchanges. It may be of 
interest to note that the Munich Public Labour Exchange was 
selected by Mr. Beveridge as the most successful and _best- 
equipped labour exchange in Germany, and yet it will be noticed 
that the proportion of places filled by the public exchange was 
smaller in 1909 than in 1906 :— 





Places filled, 1906. 1909. 
Per cent. Per cent. 

(1) By Public Labour Exchanges ... 53,673 55 64,516 51°3 
(2) Philanthropic Unions _... ... 10,329 10°6 10,481 8°5 
(3) Joint Exchanges of Masters and 

Men in Certain Trades soo. “ieee 8:2 4,751 3°8 
(4) Employers’ Exchanges ... ae 356 0°3 17,942 14:3 
(5) Employees’ Exchanges ... ... 8,460 86 13,450 10°7 
(6) Profit-making Agencies .. ... 16,842 17°3 14,293 11°4 


In the Contemporary Review for October, 1909, there appeared 
a highly picturesque article on the Berlin Labour Exchange, 
signed “Eulenspiegel,” which contained these words :—‘“In con- 
nection with the admirable system of insurance in Berlin, an 
. institution is being carried on whereby the evils and sufferings 
resulting from unemployment are reduced to what is, after all 
the multiplex circumstances of the case have been duly weighed, 
a humanly rational minimum.” This institution turns out to be 
the Berlin Central Labour Exchange. It is well to remember, 
however, that this institution, at the highest estimate, does not 
fill one-third of the total places filled by labour exchanges in 
Berlin, and that, in spite of the efforts of all the labour exchanges 
in Berlin, at least two-thirds of the workmen still get work by 
turning up at the factory gates, by answering advertisements, or 
through the help of the profit-making agencies. 

As far as labour exchanges are concerned, the most striking 
feature in Germany during recent years has been the phenomenal 
growth of the Employers’ Labour Exchanges. Between the 
years 1904 and 1908 the number of places filled by them has 

1 The accuracy of all these figures has been hotly disputed by the rival parties. 
The writer is satisfied, however, that they furnish a rough idea as to the proportion 


of places filled by the rival exchanges. Under the Employers’ Labour Exchanges 
have been included the exchanges of the Innungen or guilds. 
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probably doubled, and there has been an even more phenomenal 
increase in 1909 and the first part of 1910. The first Employers’ 
Labour Exchange was started in Hamburg as early as 1889 in 
the iron and steel industry. From thence, some years later, it 
spread to the shipping and docking industry, notably in Hamburg, 
where the Employers’ Labour Exchanges have now almost com- 
plete control of the market. But the year 1909 formed the 
critical year in the history of Employers’ Exchanges. The 
General Federation of Employers in the building industry 
decided to start labour exchanges, and made an effort to insert in 
the new agreement with the men a clause which ran :—‘The 
labour exchanges established or to be established by the employers 
are to be recognised and used to the exclusion of all other methods, 
by employer and employed alike. The management of the labour 
exchange is to follow lines laid down by the employers, and the 
whole cost of it is to be met by the employers.” This agreement 
between masters and men was to come into force in April, 1910. 
The demand by the masters for a compulsory use of the exchange 
was one of the chief causes which led to the huge lockout of 
200,000 men in the building trade from April to June, 1910. 
Finally, the matter is left undecided. The employers retain their 
labour exchanges, though they have not been able to insert the 
compulsory clause in the agreement. Also, in 1909, the em- 
ployers in the mining industry decided to start a compulsory 
labour exchange in the Rhine-Westphalian mining district, and 
the matter formed the subject of a special discussion in the 
Reichstag. But, in spite of this, the employers have started 
their exchanges, though they have not yet been able to enforce a 
completely compulsory use of them upon the men. 

In the present year there has been carried through the Reichs- 
tag a new law of the utmost importance and fraught with 
immense possibilities. It is ostensibly and primarily directed 
against the private employment agencies which make a livelihood 
from their work. Recent investigations have shown that these 
agencies are often contrary to the best interests of the public. 
Huge fees are charged, and sometimes even bogus technical 
schools have been started by these agencies to attract people to 
them. In future, the fees are to be fixed by the magistrates, 
who have power to close any agencies if they see fit, and to refuse 
to allow new ones to be started if, in their opinion, the 
demand is already met by the public labour exchange. No fees 
may be charged except for places actually found, and no private 
employment agency may be set up in conjunction with public- 
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houses, lodging-houses, tobacco shops, pawnshops, or lottery 
agencies. The discussion in the Reichstag was of great im- 
portance as showing the attitude of the public. An amendment 
was proposed by the Socialist party to make labour exchanges a 
State monopoly. This was rejected by the Reichstag; but the 
Secretary of State, Herr Delbriick, made no concealment of the 
fact that, in his opinion, the ideal was the public impartial labour 
exchange. So great was the influence of upholders of public 
exchanges that, in spite of strenuous opposition from the em- 
ployers, a special clause was inserted which allowed local authori- 
ties to extend most of these regulations, not only to the profit- 
making agencies, but to the others as well, with the power of 
closing those which were clearly against the interests of the 
public. It was clear from the discussion that a way was thus 
opened for the more democratic Governments in the south, such 
as Baden and Bavaria, to proceed by law against the Employers’ 
Labour Exchange. Asa writer in Soziale Praxis says :—“ There 
is no doubt that this weapon, even if it be not used for years, 
yet hangs like the sword of Damocles over the head of the huge 
and unscrupulous labour exchanges of the employers.” 

It is of great importance to England to discover what are the 
causes of the growth of the Employers’ Labour Exchanges. 
There is no doubt that federation among the German employers 
is more highly developed than among the English. The amazing 
growth of the Kartell System is a proof of this, and the more 
theoretic training of the German employer has shown him what 
a powerful weapon the Employers’ Exchange can be. For 
instance, if a strike breaks out in a firm, the Employers’ Ex- 
change can insist on the workmen who come to the exchange 
going to this firm ; and if they refuse to be blacklegs, the exchange 
can shut them out from all other work. Further, it enables them 
to keep a complete black-list of all dangerous characters, or, to 
quote one of their phrases, “Socialists and other agitators.” 

This side of it is easily explicable, and gives food for reflection 
as to how far it may not be advisable in England for State action 
to be taken to guard against the danger of labour agericies being 
used as a weapon by either masters or men. 

But it would be unfair to the employers to say that their labour 
exchanges have been started merely as weapons against the 
workmen. Conversation with a large number of employers has 
convinced the present writer that there exists a great deal of 
dissatisfaction on the part of employers with what they call the 
unbusinesslike methods on which the public labour exchanges are 
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conducted. When one visits, for instance, the Employers’ 
Labour Exchange in Berlin for the metal industry, and then the 
Public Labour Exchange, one is impressed with the immense 
superiority of the Employers’ Labour Exchange from the purely 
business point of view. The manager of the Employers’ Ex- 
change for the metal industry has not only studied statistics and 
political economy at the university, but is also thoroughly con- 
versant with all branches of the metal industry. Under him he 
has sixteen assistants, more than the entire staff of the Public 
Exchange for all the many industries with which it has to deal,} 
and these assistants, having also a thorough knowledge of every 
branch of the metal industry, can consequently respond to the 
wishes of the employers far better than the officials of the Public 
labour exchange. Then, again, in the Public Exchange in 
Berlin, only men on the spot in the waiting-room are engaged. 
In the Employers’ Exchange hundreds of postcards are sent out 
to the men every week advising them about work. 

The chief objection of the employers centres round the question 
of selecting workmen. In the employers’ newspapers and maga- 
zines one finds it asserted again and again that the Public Labour 
Exchanges send out the men according to the order in which 
they have registered themselves. In the official organs of the 
Public labour exchange this charge is perpetually and indig- 
nantly refuted. Truth, as is often the case, lies in the mean 
between the two. 

In England, except among those actually responsible for the 
working of the labour exchanges, comparatively little interest has 
been aroused over what is in Germany a burning question, 
namely, by what method the manager of the labour exchange is to 
allot the work amongst the applicants. In England at present 
there are no regulations laid down. Everything rests with the 
manager. Thus, to take an extreme instance, in a dock town, 
if a manager could persuade both employers and employed to 
use his exchange, he could set to work to decasualise dock labour 
without any Act of Parliament. For if he has a thousand 
applicants a week for five hundred casual jobs, he could give all 
the jobs to one-half the men and none to the other half. 

In Germany, on the other hand, after years of experience, a 
tradition has gradually been built up. The director of the labour 
exchange has had to steer between two rival claims, those of the 
employer and those of the employed. 


1 The Westphalian Union of Mining Employers has estimated in its budget for 
an expenditure of no less than £15,000 for the Labour Exchanges in this coal 
district, 
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The employer’s demand is easy and plain. He requires that 
the manager of the exchange shall pick out three or four of the 
most suitable men and send them to his factory, leaving him to 
select from amongst them those who suit him best. But this 
is not so easy as it seems. In the first place, in Germany as in 
England, a great number of managers have very little practical 
experience of business life, and it is extremely hard by looking at 
a fitter or a turner to say whether he is a capable workman or 
not. And especially in the case of the more unskilled industries, 
there may be in big towns a hundred or more men equally suit- 
able for the post, and in this case some method of selection must 
be adopted. 

What the workmen demand we can see best by reference to 
two most remarkable labour exchanges, the so-called impartial 
exchanges of the brewing industry and the printing industry. 
Both these are regulated by a joint committee of masters and 
men. In both, but especially in the printing industry, the men 
are extremely well organised. The printers claim that 98 per 
cent. of the men are in their union. Every trade unionist is 
pledged to accept work only through this impartial labour ex- 
change. The employer is not so pledged ; but as all the printers 
belong to the union, he is practically compelled to take 
his men through the labour exchange. The men have in-- 
sisted that the manager of the exchange shall be compelled to 
register them all in the order in which they apply for work, and 
send them out in turn, except when he is convinced that they 
are not suitable for the particular job. And wherever the work- 
men have the upper hand, their labour exchange always keeps as 
far as possible to the order in which the men have registered 
themselves. 

And their claim is not lightly to be dismissed. In the printing 
trade, for instance, the masters often ask for youths because they 
are cheaper, but the manager of the labour exchange strictly 
follows the list, and sends out, if may be, some older men and 
some younger. The adherence to the list has a great advantage 
for the older men, who find themselves thus on an equality with 
the younger. And as the younger realise that some time they, 
too, will grow old, they are also ready to give up present for 
future advantages. It also has the tendency of distributing the 
pressure of unemployment rather more equally over the workmen. 
Simply by the lottery of fortune in England one capable workman 
may be a long time out of work, while another may have the 
good luck to get a post each time he applies. By the method of 
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following the list all have an equal chance. But, it may be urged, 
what about the employers—will they not get inferior men? In 
reply, the trade unionist answers that an employer is not obliged 
to engage a man if he be unsuitable ; and even if he does engage 
him, he can dismiss him after a few days. It is quite possible 
that an inferior workman may get sent around to all the employers 
and get rejected by them all, unless some employer, pressed for 
men, gives in and takes him. Thus the trade unions claim that it 
need not mean that the employer gets inferior workmen, but it 
does mean that the work is more evenly allotted, and that older 
and younger men have a fairer share of employment. In some 
cases, too, this much latitude is allowed to the employer: that 
one out of every four or five of their employees may be engaged 
other than through the exchange. 

What, then, is the attitude of the public labour exchanges 
between these conflicting claims? 

The German managers confess that many mistakes were made 
in the past which did much to alienate the employers from the 
exchange. In many cases labour exchanges were regarded more 
as a means of finding work for the workless than as a means for 
finding the most suitable men for the most suitable posts. As 
long ago as 1902 the great authority on German exchanges 
wrote :—“‘The better the labour exchanges are organised, the 
less will they be used by men actually out of work, and the more 
will they be used by men who are likely to fall out of work or who 
desire a better post.” But, in spite of these wise words, the 
Berlin Labour Exchange still makes it a rule to deter men who 
are still in work from making-use of the exchange. Past tradi- 
tions die hard, and many employers still regard the labour ex- 
changes as a device for finding work for inefficient “out-of- 
works.” 

But as the years have gone on there has gradually grown up 
among the public labour exchanges a more or less uniform 
method of dealing with the problem of allotting work. A circular 
on this point was recently addressed to all these exchanges, and 
from the answers it was plain that an overwhelming majority 
were in agreement at least upon the theoretic answer to this 
problem. 

When the employer demands men the labour exchange must, 
before all things, have an eye to the efficiency of the men. As 
we have before said, it is extremely hard for managers without 
actual experience as foremen in an industry to select the right 
people, but they make the attempt, in which they are helped by 
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the insurance card, which gives evidence whether the man has 
been regularly employed or not. Next, the choice should be 
given to the employer, and, if possible, two or three men should 
be sent to him. 

But what about the workman? In this case a choice should 
also be given him between employers. In some cases he is given 
the name of two or three employers, and he is allowed to choose 
between them; but if he is sent out to two or three, this makes 
it infinitely harder to get a reliable record of the posts filled; so 
more frequently he is allowed to refuse any particular post and 
wait for another, or else no choice at all is given to him. 

But, further, there is the problem, especially in the case of 
unskilled labour, of there being a great many men equally suit- 
able. In Berlin, and in many other towns, all the names are 
entered into a book or on to cards in the order of . plication. 
First, preference is given, if capacity is equal, to those who have 
been there the longest ; and then, after that, preference is ¢iven 
to married over single, and to those with many children over 
those with few. The more unskilled the work, the greater the 
prominence given to these considerations, especially in a labour 
exchange like Berlin, where there often sit over one thousand 
unskilled men in the large hall, of whom the majority are pre- 
pared to undertake various kinds of digging and navvying work. 

In this way the public labour exchanges try to hold the balance 
between the two as far as the problem of allotting work is con- 
cerned. But there are wider issues involved with which we must 
briefly deal. All the managers whom we have questioned reply 
without any hesitation that, so long as they can satisfy the em- 
ployers, their aim is to give out work according to need. The 
older and married men need it more; therefore they should have 
it. In England, on the other hand, it is noticeable that on the 
application form the question as to marriage is not even asked. 
The Germans claim that in the interests of the nation it is just 
and right that those who have the burden of the family should be 
favoured as far as possible. 

It will be obvious to all that one cannot judge of the success 
of a labour exchange solely by considering the number of places 
which it fills each year. A great deal depends upon whether the 
posts are permanent or merely temporary. The Berlin Central 
Labour Exchange publishes some interesting figures upon this 
point. In 1908 it filled 57,655 places for men, but the actual 
number of men who got work was only 25,555. One workman 
got work no less than sixty times in the year through the labour 
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exchange, while fifty-nine got work between twenty and thirty 
times during the year, in some cases only for a few hours. This 
raises an interesting point. In theory it may be said that the 
more difficult it is for an employer to get men at a moment’s 
notice, the more likely he will be to employ men regularly, whilst 
if he can ring up a central labour exchange and get them at a 
moment’s notice, the more inclined he will be to dismiss them 
the moment a job is finished, and ring up the exchange for fresh 
labour when a new job begins. 

Many of the leaders of the trade unions assured the writer that 
the system of employing men for short periods, sometimes a few 
hours, was on the increase. And even some of the managers of 
the labour exchanges admitted that the exchange was helping on 
this tendency. But it was impossible to get much statistical 
evidence upon this point even from the Imperial Statistical Office. 
One very interesting piece of evidence, however, as to the growth 
of employment for short periods can be got from the figures of 
the labour exchange in the Berlin brewing industry, managed by a 
joint committee of masters and men. A careful record has been 
kept of the number of permanent posts filled, and the number 
of the posts where the employer expressly declared that he only 
wanted men fora short period. Out of every hundred posts filled 
since 1900 the proportion was as follows :— 


Permanent Temporary 
Posts. Posts. 
1900 sve a5 58 42 
1901 Sat ne 47 53 
1902 aie ee 39 61 
1903 a ica) Se 63 
1904 ae sis 36 64 
1905 ani oe 34 66 
1906 ass gals 35 65 
1907 eis oe 31 69 
1908 Se si 23 77 
1909 vil tas 22 78 


From a system of employment for short periods to a system 
of casual labour is not a far step. It is obvious that, if by some 
mischance there are too many men in any particular industry at 
a given moment, the shorter the period of employment, the more 
chance have all of them to secure at least some share of the 
work. All the managers of the German labour exchanges whom 
we questioned declared that their aim was, so long as they could 
satisfy the employer, to distribute the work as far as possible 
amongst all the applicants. It may be that in Germany industry 
is too new for the problem of under-employment to have become 
acute. Many trade unionists declare that it is already acute, but 
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in the absence of statistical evidence we must leave the question 
open. One thing, however, is clear. Given too many men in 
any industry, and given a labour exchange doling out casual 
work in turn to all of them, instead of draining the surplus pool 
of labour, the labour exchange might even have the effect of 
increasing the size of the pool. The problem is one which re- 
quires careful attention, and seems to emphasise the fact that 
twenty years of experience in Germany has not yet hit upon 
the right method to be adopted in the allotment of work among 


the applicants who crowd the labour exchanges. 
J. St. G. HEATH 























THE MOVEMENT FOR INTERNATIONAL LABOUR 
LEGISLATION.! 


THE international side of the Labour movement can be traced 
back to 1836, when some German exiles in Paris formed a secret 
society, on a communistic basis, under the name of the “ League 
of the Just.” Three years later it became involved in a rising 
in Paris, and so came to London, where it met workmen of other 
countries, became avowedly international in character, and had 
impressed upon it Marx’s doctrine of the necessary unity and 
solidarity of the Proletariat movement all over the world. In 
1847 a Congress was held in London under the auspices of Marx. 
The Association was christened the “Communist League,” and 
the following year was famous for the publication of the “Com- 
munist Manifesto” of Marx and Engels. This marked the climax 
of the first “International Association of Working Men.” The 
year of European revolutions was succeeded by a reaction and a 
period of industrial prosperity. This combination of events put 
an end, for the time, to any chance of the success of revolutionary 
methods. 1852 saw the end of the Association. 

The subject of international labour legislation was not entirely 
dropped. During the next few years it was brought forward 
prominently by an Alsatian manufacturer, Le Grand, and in 1856 
there was an International Conference on Poor Relief, to which 
most of the European Governments sent representatives. 

In 1862-63 French workmen sent deputations to London, in 
the first year to visit the Exhibition, and this move had the sup- 
port, both moral and pecuniary, of the Emperor ; but no definite 
step was taken until 1864, when a large meeting of working-men 


1 An attempt has been made in the following article to give some analysis of the 
motives underlying the movement for International Labour Legislation. A recent 
article by Professor Francke (June, 1909) covered some of the historical ground, so 
to avoid over-lapping, no more than a passing reference has been made to the Berlin 
Conference of 1890, and to the rise and development of the International Associa- 
tion for Labour Legislation, both of which were fully dealt with by him. It 
seemed, however, necessary to give a short sketch of the history of the movement 
before proceeding to analyse it, 
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of all nations was held in St. Martin’s Hall, at which Marx was 
present. This was the inception of the movement properly called 

“The International,” and it was at this meeting, attended by fifty 
representatives of foreign countries including twenty-five from 

England, that the constitution of the Society was drawn up. A | 
General Council was appointed to sit in London. The president, 

treasurer, and general secretary were all Englishmen, namely, 

Odger, Wheeler, and Cremer. The working-men of each nation 
were recommended to unite in national bodies, and these were 
to be represented on the General Council by a corresponding 
secretary. The Council was to summon annual congresses, and 
to exercise an effective control over the affairs of the Association, 
but local societies were to have free play in all local questions. 

The first Congress of the “International” was held at Geneva 
in 1866, then at Lausanne in 1867, at Brussels in 1868, and at 
Bale in 1869. The documents relating to these congresses have 
mostly been lost in America, but according to the report of the 
Congress at Bale, the countries represented were England, 
France, America, Belgium, Germany, Austria, Switzerland, 
Italy, and Spain. The Trade Union leader, Applegarth, was one 
of the English delegates. It was at this Congress that Bakunin 
was a delegate from Lyons, and that he and his associates were 
at variance with Marx. 

For the next two years the proceedings of the “International ” 
were interrupted by the Franco-German War and the events that 
followed it. The Congress had arranged to meet in Paris in 1870, 
but the war rendered this impossible, and the following year saw 
the strange and transitory phenomenon of the Commune. The 
precise relation between it and the “International” has never 
been exactly explained. It seems clear that some French members 
took part in it on their own responsibility, that Marx commended 
it after its fall, and that there was doubtless a strong element of 
Socialism in the abortive attempt, although it was primarily 
political in aim. 

In 1872 there was a Conference at The Hague. This was the 
occasion of the rupture between the Anarchists and the Marxists, 
which ended finally in the defeat of Bakunin and the expulsion of 
his followers. But the triumph of the Marxists proved to be 
merely nominal. The seat of the General Council was removed 
from London to New York, and this proved the beginning of the 
end. The sixth Congress was held at Geneva in 1875, and then 
the ‘International ” gradually expired. 

From the death of the “International” until the present day, 
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the history of this movement is the history of the various con- 
gresses, Trade Union, Socialist, official, and unclassified. It is 
difficult to trace any conscious effort at continuity through them ; 
often two International Congresses are held in the same year, 
without any relation to one another, and, although an attempt has 
been made in this paper to note the chief congresses of each year, 
it must not be supposed that the list is by any means exhaustive. 
To give one instance alone, nearly every large Trade Union has 
now an annual International Congress, and the last few years 
also have seen, the rise of the international side of such questions 
as Women’s Suffrage, Anti-Vivisection, Free Trade, Peace, Xe. 

Between 1871 and 1876, various suggestions were made by 
Germany and Switzerland with regard to international action 
on labour matters, and in 1881 the Swiss National Council 
decided tc call the Council together for an International 
Labour Congress, but, as the Manchester School was then exer- 
cising a predominant influence, nothing was done. In 1883 there 
was an International Congress at Paris, in which English Trade 
Unionists were persuaded to take part, and in the same year the 
Swiss workmen at Zurich decided to combine with the Working- 
Men’s Association in Germany and France, and to agitate for 
international legislation. In 1886, in the French Parliament and 
in the German Diet, the working-men’s representatives asked their 
respective Governments to take the initiative in this matter. The 
English Trade Union Congress was in favour of the movement, 
and in Switzerland its pioneers, Scherrer and Decurtins, agreed 
upon a programme of social reform. In the same year the Grutli 
resolutions were passed recognisirig the necessity for international 
legislation to ameliorate the social condition of the working 
classes, by raising the age of child labour, limiting the working 
day, and prohibiting industrial poisons. The same year saw an 
International Trade Union Congress at Paris, at which the chief 
measures that were urged to be passed by international convention 
were those relating to child labour, suppression of night work 
except under special circumstances, and an eight-hour day. 

1888 is important as being the year in which the first Inter- 
national Trade Union Congress was held in London, and in the 
following year the greatest of all the Socialist congresses was 
held in Paris. This was chiefly remarkable for the dispute between 
the two parties, the uncompromising Marxists who would have 
nothing to do with political action, and those Socialists who were 
ready to co-operate with the Democratic Party. 

In 1890 the first official Congress in connection with this 

















350 ° THE ECONOMIC JOURNAL [SEPT., 


subject was called by the German Emperor, and seven years later 
the “International Association for Labour Legislation” was 


started at Zurich. 


It is extremely difficult to arrive at a definite understanding 
of the principles underlying International Labour legislation. 
That they are many and varied is not, perhaps, to be wondered 
at, but that they should be contradictory—both explicitly and 
implicitly—is surely unnecessary, and points to considerable con- 
fusion in the minds of those who have forwarded the movement 
in one way or another. But amidst all this confusion, much of 
which still exists, it cannot be denied that, in the last twenty 
years, a great change has been brought about in the conception 
of Labour legislation, both national and international. When, in 
1890, Lord Salisbury replied to Bismarck’s letter inviting England 
to the Berlin Conference, he said: “If the words ‘ agreements 
in regard to a limit for the length of the working day’ imply a 
policy of direct legislative restriction upon the liberty of adult 
male workmen to work as long as they please, it is right to say 
that the principles of legislation accepted in this country would 
preclude Her Majesty’s Government from making such a proposal 
to Parliament. If, however, they only suggest provisions for 
facilitating the conclusion of free agreements upon this matter 
between employers and employed, Her Majesty’s Government 
have no exception to take to its inclusion among the subjects.” 

The German Ambassador in London reassured Lord Salisbury 
by telling him that the investigation was to be concerned with 
the lot of operatives and miners, and that these questions, being 
outside the range of politics, were well adapted for examination by 
experts, a remark which has its signification as illustrating the 
restricted conception of the sphere of politics surviving at that 
date. 

We can make a first approximation to an analysis of the 
principles of the international movement by distinguishing two 
views : 


(1) The humanitarian view of the Brotherhood of Man and 
the solidarity of the Labour movement ; and 


(2) The view of exclusive nationalism, that finds expression 
in the law of self-preservation and in the alleged necessity 
for nations to hedge themselves round by means of Protective 
tariffs, so that their more advanced Labour legislation will 
not make them fall a prey to their commercial rivals. 
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(1) The Brotherhood of Man. 

It is clear from the history of the movement that International 
Labour legislation is not confined to any particular party within 
each State, but much of the impetus has undoubtedly been given 
by the ideal of the Brotherhood of Man, which is supposed by 
many to be a necessary characteristic of Socialism. 

Especially is this the. case with the original international 
movement (1862-73), which seems to have been inspired by this 
idea, and by the intellectual recognition of Marx’s doctrine that 
the “Proletariat has no country.” In 1868 a threatened war 
between England and the United States was opposed by the 
Trade Union Congress on the ground that “Our cause is the same. 
It is a war between the poor and the rich. Everywhere Labour is 
in an inferior position ; everywhere Capital is the same tyrant.” 
War was declared instead against the aristocracy of finance. 

At the Socialist Trade Union Congress in London in 1896, 
when the important international questions at issue were almost 
lost sight of in the quarrel between the Anarchists and the 
Marxists, one delegate repudiated the idea that they were there 
for the purpose of representing nationalities, and asserted that 
they were met to affirm the Brotherhood of Man. The disorderly 
proceedings may have seemed a strange method of proof, and 
under the circumstances it was perhaps necessary to emphasise 
the point. This is the creed that one would expect of an inter- 
national movement, but it is not the only view held by the 
promoters of internationalism, as will be apparent from a con- 
sideration of the second point. 

(2) Nationalism—Law of Self-preservation. 

At the Congress of the “International” in 1869, the possible 
antagonism between nationalism and internationalism was faced. 
It was urged that, not only must the war between Capital and 
Labour be essentially international, but that there must be an 
international federation of national societies, as the only effectual 
safeguard against the importation of black-leg labour. From a 
Trade Urion point of view this is a very real danger, but measures 
taken to prevent it may go further and aim at preventing all 
lower paid labour from entering the country. The International 
Trade Union Congress at Paris (1886) protested against the action 
of certain English capitalists who had started factories in France 
so as to profit by the lower wages there to compete against the 
English workmen. It was also asserted that the Belgians are 
in the same relation to the English as are the Chinese to the 
Australians, and, since it had been proved possible for capitalists 
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to take advantage of these differences and to pit the workers of 
one country against those of another, it was necessary that the 
workers should themselves organise to prevent this kind of com- 
petition. It is urged that it is not as foreigners, but as non- 
unionists, that it is necessary to take precautions against the 
workmen of other countries, but, since there are certain nations, 
such as the Chinese, whose standard of life, and therefore of wages, 
is much lower than that of Western nations, the question tends 
to become one of race. Thus the argument amounts to this: 
Unless some sort of international agreement is made, the lower 
wage nation will be forced by economic considerations to undersell 
the higher wage nation. 

The point at issue is not whether such protection by means of 
international agreements is right or wrong, wise or foolish, but 
merely whether it is consistent with the expressed belief in the 
Brotherhood of Man. It is one thing to pass resolutions at Inter- 
national Socialist Congresses in favour of the possession by the 
labourer of the means of production and exchange, and to express 
world-wide sympathy with any attempt in this direction, and 
quite another thing to welcome foreign workmen who may be 
the tools used by employers to lower, or to prevent a rise of, 
the existing standard of life. 

It is felt that it is only ignorance of the conditions of work 
that prevents the foreign workman from sacrificing his self-interest 
to his enthusiasm for the solidarity of the Labour movement, 
and this assumption belongs to the most idealistic side of the 
international movement, but instances are not wanting to prove 
that it is practical as well. During the strike of the Amalgamated 
Society of Engineers in 1871, Mr. and Mrs. Sidney Webb say 
that, ‘in spite of the active exertions of the ‘ International,’ 
several hundred foreign workmen were imported, but many of 
these were subsequently induced to desert.! Here the ‘ Inter- 
national ’ was of use. At Burnett’s instigation, the Danish Secre- 
tary in London proceeded to the Continent to check this immigra- 
tion, his expenses being paid by the A.S.E.”? The writers claim 
this successful resistance of imported black-leg labour as a triumph 
of internationalism, but when the same theory is applied, per- 
manently and not temporarily, it will be a triumph of pure 
nationalism. 

This aspect of the matter is so closely connected with the 
foreign competition argument that the two cannot be separately 


discussed. 


1 History of Trade Unionism, p. 301. * Ibid., p. 301, note. 
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The foreign competition argument is one of the most important 
of all those raised in connection with this question. It is more 
often used by employers than by workmen, and there can be little 
doubt that it is the necessity, real or imagined, of adequately 
meeting this objection that has, to a considerable degree, actuated 
the course of International Labour legislation. The workmen 
find, when they are brought into communication with workmen 
of other countries, that “foreign competition” exists on the 
Continent as well as in England,! and the discovery made them 
sceptical as to the soundness of this objection of the employers to 
any increase in wages or shortening of hours. Still, we find the 
President of the Trade Union Congress in England (1886) urging 
that more missionary work in Unionism should be carried out on 
the Continent, because it would not only be for the benefit of 
workers in other countries, but it would remove some of the unfair 
competition from which British manufacturers suffered. 

It is undeniable that the motive of the official congresses— 
those at Berlin, 1890, and at Berne, 1905-6—was the necessity 
of meeting the difficulties involved in competition between 
countries with different standards of Labour legislation. Bismarck, 
in his letter to Lord Salisbury (1890) inviting England to 
attend the Conference, says: ‘“‘The competition of nations in the 
trade of the world, and the community of interests proceeding 
therefrom, makes it impossible to create successful institutions 
for the benefit of working men of our country without curtailing 
that country’s power of competing with other countries. Such 
institutions can only be established on a basis adopted in common 
in all countries concerned.” 

Sixteen years later, Mr. Herbert Samuel, reporting upon the 
Conference at Berne (1905-6), called by the Swiss Government in 
conjunction with the “International Association for Labour Legis- 
lation,” said : 

“It is obviously desirable that, when circumstances permit, 
restrictions on industrial methods intended for the benefit of the 
workers employed should be adopted in competing countries at 
the same time and in equal degree. But they (the Government) 
have intimated their opinion that every effort should be made to 
secure that agreements entered into with this object should cover 
all the countries whose competition may be serious.” 

It has been the fate of every fresh step in social legislation, 
in England at least, to be met with the objection of the danger from 
foreign competition. From the first suggestion of Factory Acts 

1 « Report of British Delegates to Workmen on strike at Decazeville.” 
No. 79.—vob. Xx. BB 
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in 1818 down to the recently passed Trade Boards Bill, this argu- 
ment has been used as freely and as irrelevantly as has the widows 
and orphans appeal. Time after time experience has disproved its 
prophecies. ‘he dismal predictions as to the future of England’s 
manufacturing industry have not been fulfilled. Schulze 
Gaevernitz, in his exhaustive study of the cotton industry in 
England, brought forward an array of facts to prove that low 
wages are dear, that production under sweated conditions is not 
really economical, and he established the truth of the proposition 
—so far as this particular industry was concerned—that those 
nations whose social policy was most advanced, were not thereby 
handicapped in the competition of the world’s markets. Although 
few would deny this fact, it is felt that the case cannot be so 
summarily dismissed, and that “while no country ought to be so 
short-sighted as to hesitate to make regulations which are really 
vital to the well-being of its people, because its rivals lack the 
insight to imitate them immediately, a limit is soon reached, and 
further advances must be conditional to the action of com- 
petitors.” } 

Thus it would seem that, at the present state of the problem, 
legislation which must be a burden upon industry, though a 
legitimate burden, cannot advance beyond a certain limit unless 
the advance be general. An exact definition of this limit is want- 
ing ; perhaps the nearest approach to it is the following : 

“Any advantage conferred upon the worker which burdens 
the employer without increasing the efficiency and the value of 
the work performed makes it still harder to maintain a position 
in the markets of the world.” But,as to what advantages do and 
what do not burden the employer without increasing the efficiency 
of the work, is left as vague as before. 

As opposed to those who are fearful of foreign competition, 
there is the orthodox Free-Trade School. This argues from the 
doctrine of comparative costs, that the determining factor in 
foreign trade is not actual cost of production between countries 
but relative costs within those countries. 

The question is not whether England can produce manu- 
factured goods more cheaply than can other nations, but whether 
she can produce them at a less labour cost than she can produce 
other goods. Legislation which is uniform throughout a country 
cannot affect relative costs, and thus, it is argued, it does not 
affect foreign competition. The position is not always stated so 
baldly, but there is a considerable body of opinion in these matters 


1 Morning Post, June 29th, 1909. 2 Morning Post, Aug. 24th, 1909. 
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that rests partly upon this theoretic justification of Free Trade, 
and partly upon the practical argument that no disaster has 
befallen our industries since the introduction of the Factory Acts. 
This argument does not tally with the one I have just 
examined. If the former be accepted, then the international side 
of the Labour movement becomes even more important than the 
national side. Social legislation will become mainly dependent 
upon international conventions, and it will be increasingly difficult 
to separate those questions which are, and those which are not, 
affected by foreign competition. If, on the other hand, the 
orthodox Free Trade theory be applicable to this case, then the 
whole of the international movement, apart from the emotional 
aspect of the old “Interne‘ional” and the humanitarian aspect 
of the modern movement, rests upon a fundamental fallacy as to 
the nature of foreign trade. 

It is seldom, indeed, that the Free Trade argument is pushed 
to its logical conclusion. The theory is admitted to be sound, but 
when it is seen that in practice it would involve a considerable 
amount of dislocation and hardship, a vague appeal is made to 
international conventions to tide over the difficulty. It is much 
to be regretted that the practical interpretation of International 
Labour legislation—the conventions relating to night work for 
women and the prohibition of white phosphorus in the manu- 
facture of matches—should be of a nature to contribute so little 
towards the theoretical solution of the problem. The abolition 
of a practically obsolete exemption in a section of the Factory 
Acts, was all that was necessary to enable England to be a 
party to the first Convention, and the Bill for the prohibition 
of white phosphorus was of a rather special nature, as the 
substitutes were strictly patented in England. Thus, neither of 
these cases really touches the question of a general handicapping 
of a nation by means of improved Labour legislation, and there- 
fore the argument must remain for the present in the region of 
theory. 

The foregoing analysis leads us to the conclusion that the 
exact relation between International Labour legislation and 
foreign trade cannot be settled definitely either by theory or by 
practice. There is no finality about the argument from practical 
experience, because the cases are never so similar as to allow of 
an argument by analogy. Neither can the argument from theory 
hold its ground in the face of practical experience that has so 
often given a direct proof of the fallacy of its predictions. In so 
far as there is any conscious theory upon the subject, it is for the 
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most part vague and to a certain degree contradictory, or, rather, 
there is no clear distinction drawn between the opposing theories 
of nationalism and cosmopolitan humanitarianism. The question 
then arises whether these two are fundamentally separate or 
whether they can be harmonised with one another, and, if so, 
along what lines. 

It would seem to be as a safeguard that international con- 
ventions are necessary. It may be held that the reason why 
England’s industrial advance was not checked, even temporarily, 
by the Factory Acts, was because the accompanying circum- 
stances were strong enough to have counteracted any backward 
tendency. Therefore, it may be necessary to provide for a time 
when the conditions are not so favourable. If, too, there exists 
a widespread fear, whether or no it can be justified, of the 
handicapping of native industries by social legislation in advance 
of that of foreign competitors, it would be a distinct advantage 
to organise such legislation on international lines. 

During the recent Swedish strike, the International Trade 
Union Congress protested against imported labour to aid the 
employers, which importation is merely another aspect of the 
international question. Employers, as well as workmen, federate 
internationally, and the weapon which they are thus enabled to 
wield—mutual help during strikes—is what the international 
federation of workers is formed to destroy. Where, therefore, 
one international army is opposed to another, equally inter- 
national, the issue cannot be one of internationalism, and it 
resolves itself into a phase of the class war—that view of society 
which cuts right across political boundaries. ‘There are, then, 
two aspects of this movement: In so far as the question is one 
of men against masters, it can be better fought on international 
lines; but, in so far as it is a question of actual wage-earning 
within a country, then there is a tendency for exclusion on 
national lines. 

To summarise. The movement for International Labour 
legislation is not confined to one party, though there is a theory, 
the truth of which we have tried to examine, that Socialism 
must be international, and, as a matter of fact, Trade Unions 
have been forced to take up a definite position with regard to 
strikes, at home and abroad, and the immigration of non- 
unionists of different nationalities. Measured by legislative 
results, the most enthusiastic supporter of the movement must 
admit that it has not been prolific. ‘The White Phosphorus 
Treaty, the prohibition of night work for women, and the equal- 
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isation of conditions of workmen’s insurance in various countries 


is the sum total—for th iegislation that took place as a result 
of the Berlin Conference was not exactly of the same kind. No 
International Convention was signed by the Powers; several 
resolutions were passed, which were not binding as such, but 
were supposed to act as a basis for national legislation. 

But although up to the present the results are few, it must 
not be forgotten that it is only since the “International Associa- 
tion for Labour Legislation” has been started, that any con- 
scious and definite line of action has been adopted. Three Con- 
ventions signed by practically all the European Powers of 
importance after nine years’ agitation may not prove such a 
barren result, even if the advance in the future be at the same 
rate. But there is every reason to think that the advance will 
be more rapid. Although it was seen that much confusion exists 
at present as to the basis of international regulation of industry, 
and although many arguments adduced in its favour are self- 
contradictory, if not utterly fallacious, still there is a growing 
popular feeling that after a certain point social advance must be 
by means of international regulation. Exactly where that point 
lies, is not, and perhaps cannot be, settled deductively, though 
it is not too much to hope that greater knowledge and better 
means of using it may in the future give a firm foundation upon 
which to build. 

D. SHENA POTTER 





PRODUCERS’ AND CONSUMERS’ SURPLUS. 


§1. I do not propose in this paper to discuss the difficulties 
which are encountered when consumers’ or producers’ surplus 
measured in money is used as an index of consumers’ or pro- 
ducers’ surplus of satisfaction. Those difficulties have, I conceive, 
already been fully explored. My problem—logically a prior one 
—is concerned with the difficulties in the way of determining 
producers’ and consumers’ surplus as measured in money. This 
problem was opened up in Mr. Henry Cunynghame’s celebrated 
article on Some Improvements in Simple Geometrical Methods 
of Treating Exchange Value, Monopoly, and Rent ; + it is discussed 
briefly in Prof. Edgeworth’s review of Mr. Cunynghame’s 
Geometrical Political Economy,’ and at greater length in my 
article, Some Remarks on Utility. The present paper aims at 
carrying this discussion somewhat further. It is concerned 
exclusively with long-period phenomena. 

§ 2. There is much to be urged against the employment of 
novel terminology. In the present instance, however, I cannot 
but think that there is more to be gained than lost by this 
procedure. Consequently, I shall begin by setting out a series 
of definitions, some of which involve new phrases. 

Let the supply price of a given quantity x of any product in 
any market be defined as that price which is able, and any lesser 
price than which is not able, to evoke in that market the pro- 
duction of exactly (« +4z) units.* 

In like manner let the demand price of a given quantity x of 
any product in any market be defined as that price which is able, 
and any greater price than which is not able, to evoke in that 
market the consumption of exactly x units. 


1 Economic JOURNAL, vol. ii, p. 35, et seq. 

2 Ibid., vol. xv, p. 62, et seq. 3 Ibid., vol. xiii, p. 58, et seq. 

4 The cumbrous phrasing of this definition is necessary in order to avoid 
ambiguity in cases where the supply curve is inclined negatively ; for in these cases 
a price too small to evoke exactly x units may nevertheless suffice to evoke more 
than x units. The cumbrousness in the definition of demand price is necessitated 
by an analogous cause. 
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Let the private marginal supply price of a given quantity x 
of any product in any market be defined as the difference made 
to the expenses of production (in terms of money) of the person 
who would produce the extra 4x units of product, by an increase 
in total production from @ to (2+A4z) units. 

In like manner let the private marginal demand price of a 
given quantity x of any product in any market be defined as the 
difference made to the ophelimity’ (in terms of money) of the 
person who would consume the extra Av units of product, by an 
increase in total consumption from a to (x+ Az) units. 

Let the collective marginal supply price of a given quantity x 
of any product in any market be defined as the difference made to 
the aggregate expenses (in terms of money) of all the producers, 
by an increase in total production from x to (7+ Az) units. 

In like manner let the collective marginal demand price of a 
given quantity x of any product in any market be defined as the 
difference made to the aggregate ophelimity (in terms of money) 
of all the consumers, by an increase in total consumption from « 
to (x+Az) units.” 

Let the average full expenses of production of a given quantity 
x of any product in any market be defined as the sum of the 
collective marginal supply prices of all quantities between o and z, 
divided by z. 

In like manner let the average full yield of ophelimity of a 
given quantity x of any product in any market be defined as the 
sum of the collective marginal demand prices of all quantities 
between o and 2, divided by z. 

§ 3. The various sorts of prices, thus distinguished, as adjusted 
to various quantities of output, can be represented by curves. 
The curves relevant to production are (1) a supply curve SSj, 
(2) a curve of private marginal supply prices SS2, (3) a curve of 
collective marginal supply prices SS3, (4) a curve of average full 
expenses of production SS,. Those relevant to consumption are 
(1) a demand curve DD,, (2) a curve of private marginal demand 
prices DDz, (3) a curve of collective marginal demand prices DDs, 
(4) a curve of average full yields of ophelimity DD,. It is clear 
that all the four curves relevant to production start at one point 
on the axis of Y, and, similarly, that all the four curves relevant 

1 The term ophelimity is due to Professor Pareto. It is free from certain 
ambiguities involved in the common English term utility. 

2 In a complete discussion it would be necessary to. distinguish further between 
actual and adjudged private marginal supply and demand prices, because people’s 
estimates of the satisfaction that they will obtain from a purchase or the expenses 


that they will incur in making a product are sometimes incorrect. In the following 
pages what is adjudged is assumed to be also actual. 
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to consumption start at one point on this axis. It is not, however, 
necessary in regard to either set that coincidence shall be main- 
tained throughout the length of the curves. It is, therefore, 
desirable to study their relations. All the curves as employed 
here are, it will be remembered, descriptive of long-period ten- 
dcncies only. 

§ 4. First : consider the relation subsisting between the curve 
of private marginal supply prices and the curve of collective 
marginal supply prices. 

The private marginal supply price and the collective marginal 
supply price of any quantity will be equivalent, provided that the 
difference made by an increase in total production from z to (x + Az) 
units to the expenses of production of the person who would 
produce the extra 4x units of product is equal to the difference 
made to the aggregate expenses of production of all producers. 
The condition necessary to this result is that an alteration in the 
output of one supplier does not indirectly alter the expenses 
associated with a given production of any other supplier. When 
the whole output is in the hands of a single supplier this con- 
dition is always realised. When the output is in the hands of a 
number of suppliers it is sometimes realised. It would seem, for 
example, to be realised approximately in some species of agricul- 
tural industry. In this case the curves of private marginal supply 
prices and of collective marginal supply prices will coincide. 

The private marginal supply price of any quantity of output 
will be less than the collective marginal supply price, if an addition 
to the output of one supplier increases the expenses associated with 
a given production of any other supplier. This condition is 
realised, ceteris paribus, in an industry worked by more than one 
supplier, employing a raw material the price of which is raised 
when its output is increased. In this case the curve of private 
marginal supply prices, though starting at the same point on the 
axis of Y as the curve of collective marginal supply prices, lies 
below that curve through the remainder of its course. 

The private marginal supply price of any quantity of output 
will be greater than the collective marginal supply price if an 
addition to the output of one supplier diminishes the expenses 
associated with a given production of any other supplier. This 
condition is realised, ceteris paribus, in an industry worked by 
more than one supplier, where increased output leads to the 
external economies of improved general organisation—whether 
production in that industry does, or does not, obey the law of 
increasing returns as ordinarily understood. In this case the 




















1910] PRODUCERS’ AND CONSUMERS’ SURPLUS 361 


curve of private marginal supply prices, though starting at the 
same point on the axis of Y as the curve of collective marginal 
supply prices, lies above that curve through the remainder of its 
course. 

The relation between the curve of private marginal demand 
prices and the curve of collective marginal demand prices is 
exactly analogous to the. one I have been describing. The two 
curves are identical, provided that an alteration in the consump- 
tion of one consumer does not indirectly alter the ophelimity asso- 
ciated with a given consumption by any other consumer ;—a con- 
dition necessarily fulfilled when only a single consumer exists. 
The curve of private marginal demand prices lies above the curve 
of collective marginal demand prices if an addition to the con- 
sumption of one consumer diminishes the ophelimity associated 
with a given consumption by other consumers—in cases, for in- 
stance, of commodities that are desired partly because they are 
rare. The curve of private marginal demand prices lies below 
the curve of collective marginal demand prices if an addition 
to the consumption of one consumer increases the ophelimity 
associated with a given consumption by other consumers—in 
cases, for instance, of commodities that are desired partly because 
they are common.' 

§ 5. Secondly : consider the relation subsisting between the 
curve of collective marginal supply prices and the curve of average 
full expenses of production. 

This relation is perfectly precise. Let Q be any point on SS3 
and P the point on SS, at which a vertical line through Q cuts 
SS. : 

Draw P R K through P, cutting SS; in R and the axis of 
Y in K. 

Then, when SS3 is given, P is determined at such a point 
that the area P R Q is equal to the area Rf K S. 

It is easily seen that, for all values of x in respect of which 
SS, is inclined positively, SS, lies below SS;: whereas, for all 
values of x in respect of which SS, is inclined negatively, SS, 
lies above SS3; and that, so long as SS; remains inclined in one 
direction, the distance between P and Q increases the further 
they move towards the right. These propositions are valid alike 
if the inclination of SS, is of the same kind throughout, and if it 
is first positive and then negative, or vice versd. 

The relation between the curve of collective marginal demand 


1 The divergences summarily mentioned in the above paragraph are discussed 
in Mr, Cunynghame’s article and in my paper Some Remarks on Utility, already 
cited. 
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prices and the curve of average full yields of ophelimity is identical 
with the above. Diagrams drawn on exactly the same plan as 
that adopted in regard to supply would show the position of 
DD, to be determined by that of DD3, lying below it for all values 
of x in respect of which DD, is inclined positively and above it for 
all values in respect of which DD, is inclined negatively.! 

§ 6. Thirdly : consider the relation subsisting between the 
supply curve and the two curves of private marginal supply prices 
and average full expenses of production. 

Primé facie, it seems evident that the supply curve SS; and 
the curve of private marginal supply prices SS: must be identical. 
Equivalence between these two curves is not, however, pos- 
sible if the private marginal supply price of any quantity x multi- 
plied by x is less than the average full expenses of production 
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multiplied by z. For if, in these conditions, a quantity © were 
sold at the private marginal supply price, the industry as a whole 
would be yielding less than normal returns, capital and labour 
would be driven out of it, and the quantity 2 would not continue 
to be called out by the private marginal supply price of the 
quantity z. ‘Therefore, in the conditions stated, the supply price 
of a quantity 7 is greater than the private marginal supply price 
of this quantity. It is evidently equal to the average full ex- 
penses of production of a quantity x. Hence it follows that 
the supply curve SS, is coincident with the curve of private 
marginal supply prices SS, for values of x in respect of which SS, 
lies above SS4: and is coincident with the curve of average full 
expenses of production SS, for values of x in respect of which SS, 
lies below SS,. This proposition holds good whether SS, is in- 
clined positively or negatively. If in the annexed figure S R K So 
represent the curve of private marginal supply prices and S Q K S, 


1 Cf. my paper ‘‘ Monopoly and Consumers’ Surplus,” Economic JouRNAL, xiv., 
8. 
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the curve of average full expenses of production, the supply curve 
will be represented by S R K Sy. 

The general result thus reached has a corollary in the special 
case where the curve of private marginal supply prices and the 
cnrve of collective marginal supply prices are identical. For in that 
case our reasoning shows that the supply curve is coincident with 
the curve of collective marginal supply prices SS; for values of x 
in respect of which SS3 lies above SS, and is coincident with 
the curve of average full costs of production in respect of all other 
values. But in § 5 it was proved that SS; necessarily lies above 
SS, for all values in respect of which SS, is inclined positively and 
below SS, for all values in respect of which that curve is inclined 
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negatively. Hence, in the special case when the curves of private 
marginal supply prices and collective marginal supply prices are 
identical, the supply curve, for all values in respect of which it is 
inclined positively, coincides with the curve of collective marginal 
supply prices, and for all values in respect of which it is inclined 
negatively, with the curve of average full expenses of production. 

The relation subsisting between the demand curve and the 
two curves of private marginal demand prices and average full 
yields of ophemlimity is exactly analogous to the above relation. 
The demand curve DD, is coincident with the curve of private 
marginal demand prices DD, for values of x in respect of which 
DD, lies below DD,; and is coincident with the curve of average 
full yields of ophelimity DD, for values of x in respect of which 
DD, lies above DD,. This proposition holds good whether 
DD, is inclined positively or negatively. The general result has 
a corollary in the special case where the curve of private marginal 
demand prices and the curve of collective marginal demand prices 
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are identical. This corollary is to the effect that the demand 
curve, for all values in respect of which it is inclined negatively, 
coincides with the curve of collective marginal demand prices, 
and, for all values in respect of which it is inclined positively, with 
the curve of average full yields of ophelimity. 

§ 7. The analysis which has just been carried through enables 
us to approach the problem of measuring producers’ or con- 
sumers’ surplus in terms of money. The argument is precisely 
analogous in respect of both sorts of surplus. I shall, therefore, 
develop it only in respect of one sort, namely, producers’ surplus. 

The most general solution of the problem is as follows : 

With the notation employed above construct the annexed 
diagram (Fig. IV.). 

If a quantity O M is produced of which the supply price is 
P M and the average full expenses of production @ M, the pro- 
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ducers’ surplus is under all circumstances measured by the 
rectangle PQ K F. As was shown in § 6, P may in some circum- 
stances coincide with Q. In this case the surplus will be zero. 
It is impossible that the surplus should be negative, and it is 
possible that it may be very large. 

When the supply curve is inclined positively throughout its 
length, the above method of measuring producers’ surplus can be 
brought into relation with Dr. Marshall’s analysis by a different 
treatment. Construct a figure (Fig. V.) showing the position of 
the supply curve and also of the curve of collective marginal 
supply prices SS3. Take any point P on SS, and through P draw 
M P Qand PR parallel to the axes of Y and X respectively. Then, 
when a quantity O M is being sold at the supply price P M, it is 
obvious that the producers’ surplus is equal to the rectangle 
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OR P M minus the areaO S Q M. If the conditions are such that 
the curve of. collective marginal supply prices coincides with the 
supply curve, this magnitude is equal to the area SP R. If SS; 
lies below SSj, it is equal to the area S P R plus the area S P Q: 
if SS lies above SS,, it is equal to the area S P R minus the area 
SPQ. 

This completes the argument as regards producers’ surplus. 
To adapt it to the case of consumers’ surplus merely verbal 
changes are required. 

§ 8. These results lead to a conclusion of some importance in 
connection with the doctrine of maximum satisfaction. Draw 
the supply and demand curves SS, and DD,, and also the curves 
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of collective marginal supply prices and collective marginal demand 
prices SS3; and DD 3. Let SS, and DD, intersect at P, and let 
PM be drawn vertically to the axis of X. It is often implied 
in popular argument that producers’ surplus and consumers’ 
surplus in terms of money are necessarily maximised, in 
these circumstances, by the production and consumption of 
OM units of the commodity. From our analysis, however, it is 
clear that the sum of these two surpluses is a maximum when 
ON units are being produced and consumed, ON being the 
quantity corresponding to the intersection of the curves SS; and 
DDs;. This quantity ON is only identical with OM provided that 
the distance by which S83 lies below (or above) SS, at the point 
corresponding to the production of OM units is equal to the 
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distance by which DD; lies below (or above) DD, at this point. 
This condition obviously includes the special case in which SS, 
coincides with SS3, and DD, with DD 3. Apart from this con- 
dition, ON may be either greater or less than OM, according to 
the relations that subsist between the curves. Where ON is 
greater than OM, the grant of a bounty on the production of 
the commodity, provided that the bounty is not large enough to 
expand production beyond ON, and provided that no cost is 
involved in the levy of the funds from which the bounty is drawn, 
must, other things equal, be socially advantageous. Where ON 
is less than OM, the imposition of a tax on the production of 
the commodity, provided that the tax is not large enough to 
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contract production below ON, must, other things equal, be 
socially advantageous. 

§ 9. Up to this point the argument has been absolute, and 
no reference has been made to matters of probability. One step 
into that debatable ground may, however, be taken with advan- 
tage at this point. We may conceive the private marginal supply 
price of any quantity x as made up of two parts, the magnitude 
of one of which depends on the aggregate output x and that of the 
other on the output x, of a typical individual producer. That is 
to say, the private marginal supply price of z unit is { fz,+ ¢z}. 
Let the output increase from x to (a+Azx), and let Ap, be the 
corresponding change in private marginal supply price, and Ape 


1 These results are not, of course, contradictory, but merely supplementary, to 
those established by Dr. Marshall in his Principles (p. 467, et seq.). 
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the corresponding change in collective marginal supply price. 
Then it is plain that 


Ap, = Aaf’+ Arg’ and Ap, = Aaf + Ard’ + ag’. 


Now in some cases where // differs in sign from ¢’, the signs 
of Ap, and Ap, will be different. But in all cases where f’ and ¢' 
have the same sign, and’in many cases where they have a different 
sign, the signs of Ap, and Ape will not be different. Therefore, it 
is probable in general that these signs will not be different. That 
is to say, it is probable that the curve of private marginal supply 
prices SS, and the curve of collective marginal supply prices SS3 
will be inclined in the same direction. But, when S83 is inclined 
negatively, it lies below SS4, which, when SS, coincides with SS2, 
cannot lie above SSz. Therefore, when SS; coincides with SS2, and 
is inclined negatively, it probably lies above SS3. When SS, coin- 
cides with SS, and is inclined negatively, it necessarily lies above 
SS3. But SS; must coincide with either SS; or SS. Therefore, it 
is probable that when SS; is inclined negatively, it lies above SS3. 
But, if SS, lies above SSs, it is probable, since DD, is as likely to 
lie below as above DDs, that the point of intersection between SS, 
and DD, will lie to the left of that between SS3 and DDs. Hence, 
when the supply curve SS; is inclined negatively, that is to say, 
in cases of increasing return as ordinarily understood, it is prob- 
able that ON will be greater than OM. In all cases, therefore, 
when increasing return is known to prevail, and when nothing 
else is known, it is probable that the grant of a bounty at a rate 
not exceeding some definite but unknown amount, would prove 
socially advantageous. 

An analogous proposition, to which, however, no practical 
importance attaches, can be established in regard to cases where, 
instead of the supply curve being inclined negatively, the demand 
curve is inclined positively. 

§ 10. There remains one further question upon which, as it 
seems to me, the preceding analysis throws light, the question, 
namely, to what extent output will be contracted if, all other things 
remaining the same, an element of monopolistic power is intro- 
duced among the sellers or the buyers. As the analysis is sub- 
stantially the same in both cases, I shall deal here with a sellers’ 
monopoly only. 

This problem is complicated by the circumstance that 
monopolisation, apart altogether from the introduction of new 
economies, which are not relevant to this discussion, may alter 
the position of the curve of private marginal supply prices. If, 
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before monopolisation, the curve of private marginal supply prices 
and the curve of collective marginal supply prices coincide, it 
will not, of course, have this effect. If, however, before monopo- 
lisation, the curve of private marginal supply prices differ from 
the curve of collective marginal supply prices, it must have this 
effect, because, when there is only one producer, private and 
collective marginal supply prices are necessarily identical. 

Let us begin with the case in which SS2 and SS3 are identical 
both before and after monopolisation. Then, as explained in § 6, 
the supply curve SS, for all values in respect of which it is 
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inclined negatively, coincides with SS,, and, for all values in 
respect of which it is inclined positively, with SSs. 

First, let the supply curve be inclined negatively, and, there- 
fore, coincide with SS, (Fig. VII.). It is then obvious that if P 
be the point of intersection of DD, and SS4, and if P M be drawn 
vertically to the axis of x, the output under free competition will 
be measured by O M. In like manner the output under monopoly 
will be measured by ON where ON is such that the rectangle 
Q RK H is a maximum. 

Secondly : let the supply curve be inclined positively and, 
therefore, coincide with SS;. If (Fig. VIII.) SS3 and DD, 
intersect at P and PM be drawn vertically to the axis of 2, it 
is obvious, as before, that the output under free competition will 
be measured by OM. The output under monopoly is not, how- 
ever, in this case determined unambiguously. 

If the monopolistic body is interested in producers’ surplus, 
the quantity of output O N produced under monopoly will be such 
that ON multiplied by the vertical distance cut off between DD, 
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and SS, by a vertical line drawn through N—i.e., the rectangle 
Q@KRT—is a maximum. This case, together with the case 
represented in Fig. VII., is covered by the analysis employed by 
Dr. Marshall in the fourteenth chapter of his fifth book. 

If, on the other hand, the monopolistic body is of such a sort 
that all producers’ surplus accruing to its members has to be paid 
away to others—a state-of things approximately realised in the 
case of a group of tenant farmers combined for selling purposes 
but competing with one another for the hire of land—considera- 
tions of the magnitude of this surplus do not enter into the 
monopolistic body’s calculations. In these circumstances the 
quantity of output O N produced under monopoly will be such that 
ON multiplied by the vertical distance cut off between DD, and 
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SS; by a vertical line drawn through N—1.e., the rectangle 
QF HT in Fig. VIII.—is a maximum. 

A comparison between the effects of monopolisation in the 
above two cases, where producers’ surplus does and does not enter 
into the monopolistic body’s consideration is easily made. It is 
evident that, so long as SS; remains inclined positively, any 
point P upon SSs will lie further above the corresponding 
point on SS, the further P moves towards the right. Therefore 
the value of ON which will maximise the rectangle QF H T 
will in general be smaller than the value which will maximise the 
rectangle QK RT. That is to say, the introduction of monopoly 
will in general check output more when the monopolistic body is 
indifferent to, than when it is interested in, producers’ surplus. 

No. 79.—voL. Xx. cc 
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It is interesting to note that, when the curves involved are straight 
lines, this comparison has an exact result. Let DD, be inclined 
to the horizontal at an angle 6 and let SS be inclined at an angle 
¢. Let the output under free competition be «. Then, if the 
monopolistic body disregards producers’ surplus, output under 
monopoly will be equal to 4a: if it regards producers’ surplus, 
output wil’ be 
tan é+tan¢ | 
2 tan 0+tan ¢ © 
There remains the case in which monopolisation alters the 
position of the supply curve, the case, that is to say, in which, 
under free competition, the curve of private marginal supply 
prices differs from the curve of collective marginal supply prices. 
In that case output under free competition is determined by the 
intersection of DD, with SS» instead of with SS, or with SS3. 
Output under monopoly is determined according to circumstances 
in one of the ways described in this section. Hence the differ- 
ence made to output by monopolisation is determined. This com- 
pletes the solution of the problem. 


A. C. Picou 














THE DOCTRINE OF MALTHUS AND THE INCREASE 
OF POPULATION DURING THE LAST DECADES.! 


THE rate of increase of population during the last decades has 
been in such conspicuous contradiction to what the teaching of 
Malthus would have led us to expect, as to call for a renewed . 
examination of these doctrines in the light of the experience of 
to-day. This exemination I have made in a treatise, with full 
statistics, which was published by the Royal Bavarian Academy 
of Sciences. I should exceed the space which the Economic 
JOURNAL is able to place at my disposal if I attempted to repro- 
duce these statistics here, and must therefore confine myself to 
stating in condensed form the results which can be deduced from 
them. 

Malthus maintained that mankind had a natural tendency to 
increase faster than the means of subsistence. The capacity and 
the desire for reproduction were alike greater than was necessary 
to compensate for the loss by death, and both the former 
remained constant. Hence there was a permanent disproportion 
between the number of human beings in existence and the 
amount of food required for their support. There were two 
methods by which equalisation could be established: by misery 
and crime, or by moral continence. Hitherto only the former 
had been effective. As soon as the means of subsistence rose 
above the measure of the absolute necessaries of life, numbers 
would increase until wretchedness pressed back the position of 
the population to its former level. A permanent improvement, 
therefore, in the condition of the lower classes could not take 
place until there had been a general spread of moral continence. 

What do the facts since 1871 show? ‘The condition of the 
lower classes has admittedly improved during this period in a 
hitherto unprecedented degree. This has been proved in the 
case of England by Bowley, but it is no less true of all the 
Western European nations, of America and Australia. Accord- 

1 For a fuller statement of the author’s views, see Transactions of the Historical 
Section of the Royal Bavarian Academy of Sciences, vol. xxiv, class iii, p. 567. 
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ing to Malthus, this increase in prosperity should have been 
followed by a general increase of population. And this has been 
the case. But did it take place in the manner predicted by 
Malthus—by a general increase in the number of marriages and 
births? 

Malthus starts—apart from the incorrect statistical basis of 
his doctrine, into which I cannot enter here—from two erroneous 
psychological principles :—(1) The supposition that the cause of 
the increase of the human race is the desire for propagation, and 
(2) that this remains constant in all circumstances. 

But there is no such thing as the desire for propagation. 
The causes responsible for the increase of population are the 
desire for sexual intercourse and the love of children. But sexual 
desire is under the influence of mental activity, an influence which 
is capable not only of stimulating and increasing, but also of 
diminishing it, which, in snort, can regulate its activities. And 
the love of children manifests itself in more ways than the mere 
bringing of them into the world. 

Sexual desire is indeed the most powerful of all impulses. 
At a low stage of civilisation it acts with the same elementary 
force as among animals, and the same applies to the lowest classes 
and individuals of a more civilised era. In these cases the love 
of children is a negligible factor in the man’s life, their care 
being entirely relegated to the woman. A change in this state of 
things occurs as soon as a large family brings with it considera- 
tion, influence and power. The man at this point also begins to 
wish for children, for the more numerous these are, the more he 
becomes a person of consequence and influence. Wherever, at 
this stage of civilisation, sexual intercourse has taken on the 
form of marriage, every man strives to marry as soon as he has 
reached the age of puberty. Marriage appears so essential that 
anyone who remains single is looked upon as an almost unnatural 
being, and is certainly despised. 

It often happens that moral conceptions survive the primi- 
tive circumstances out of which they have evolved. So it has 
come about that even among nations that have attained a high 
degree of civilisation, a single life is held to be morally repre- 
hensible, and marriage is regarded as a duty for men and women. 
Even at a primitive stage, however, certain limits to the con- 
tracting of marriages had to be observed. As soon, for example, 
as a wife had to be bought, the man who wished to marry had 
to be able to produce the purchase-money. Such obstacles, how- 
ever, are not absolutely effective. A more effective check was 
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given to the birth-rate by the change in economic conditions 
which took place when a large family, instead of being an 
advantage, began to occasion expenses, which constituted 
a definite burden. A second check was produced by the 
working of a real increase of refinement on the character of 
mankind. 

The influence of these changes becomes apparent (1) if we 
compare the increase of population in the upper with that in the 
lower classes, wherever the necessary data exist; (2) if we con- 
sider the increase of population which has accompanied changes 
in the economic conditions of the mass of the people; and (8) if 
we compare the relative increase in population in countries where 
better economic conditions prevail with those in which the con- 
ditions are not so good. 

A decline in the birth-rate may be due to one of two causes : 
to the diminution of marriages or to the diminution of the number 
of births per marriage. 

According to the valuable statistics collected by Pontus E. 
Fahlbeck for Sweden and Finland, the number of married persons 
among the nobility and the upper middle classes is 10 to 23 per 
cent. less than among the entire nation; also the average age at 
marriage of the men is higher in the upper than in the lower 
classes in both these countries ; not so, however, the average age 
at marriage of the women. The same facts are brought out by a 
comparison of the average age at marriage in the various occupa- 
tions in Copenhagen, Rotterdam, Dordrecht, England and Prussia. 
In Great Britain and Ireland there is further, since 1891, a 
decrease in the number of married persons, and since 1873, in 
spite of rising wages, a decline in the marriage-rate. According 
to Malthus, a rise in wages must have produced an increase in 
the number of marriages. So also we find a decline in the 
marriage-rate of Russia, Hungary, Servia and Italy. The 
decline in the United States, in Chili, Uruguay and in the Aus- 
tralian States, with the exception of Western Australia, is 
specially remarkable, for in America and Australia the number of 
persons of marriageable age is constantly increased by im- 
migration. 

In the German Empire, on the other hand, the number of 
marriages increased between 1881 and 1900, as did also the 
number of married persons. During the same period the mar- 
riage age, both of men and women, fell, especially in the towns. 
The greatest number of marriages took place in the large towns 
with a growing factory population, while in the towns inhabited 
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by millionaires? and prosperous citizens the number of marriages 
declined. A similar increase of marriages may be noted in the 
remaining countries, not yet specified above. 

How are these phenomena to be explained? 

A certain falling-off in the percentage of marriages is simply 
explicable by the decline in the rate of mortality. Out of every 
thousand inhabitants there is a larger number between the ages 
of 15 and 40 to-day than there was in 1871. It happens less 
frequently therefore that marriages are dissolved by death, 
where, had this been the case, the survivor might have been 
disposed to re-marry; hence a decrease in the number of widows 
and widowers who would have started a fresh union. 

This, however, can be responsible for a proportion only of the 
decline in the marriage-rate where this exists, and as a matter 
of fact it is precisely among first marriages that the decrease is 
found to have taken place. 

In order to explain these phenomena, I will start with the 
upper classes, among whom alone the decrease in the frequency 
of marriage is found in all civilised countries. The conclusions 
at which we shall arrive will throw light alike on the cases where 
the decline in the marriage-rate has spread to all classes of the 
population, and on those where the marriage-rate has risen. The 
decline in the upper classes can be explained :— 

1. As a consequence of the increased demands made on 
persons of the upper classes by education and preparation for 
their future avocations. A man needs more time to obtain the 
training necessary to fit him for the earning of his livelihood. 
Consequently, the higher his social and professional rank, the 
later he will marry, and there will be a relative increase in the 
number who remain unmarried. 

We can explain on the same lines the increase of marriages 
in the German Empire, the fall of the marriage age in Prussia, 
its special fall in the Prussian towns, and, above all, in the large 
towns with a growing factory population. The majority of the 
population here has experienced in the last decades a change of 
economic conditions which has made marriage easier, for the 
increasing industrialisation of Germany falls within this period. 
The agricultural labourers, who had until then been obliged to 
emigrate in order to marry, because no dwelling was obtainable 
in the country, now moved into the German towns, and more 
especially into the centres of the great industries. As factory 
workers they succeeded in making a home at a much earlier age. 


} [Millionaires must be interpreted in marks. Translator’s note]. 
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The same conditions prevail in other countries where the marriage- 
rate is rising and the age of marriage falling. 

Great Britain, on the other hand, has long since been indus- 
trialised ; the effects on the facilities for founding a home, of 
the transition from a predominantly agricultural to a pre- 
dominantly industrial state, have long since worked themselves 
out. Here, on the other hand, the rise of the standard of com- 
fort among the working classes places obstacles in the way of 
marriage exactly as it does among the upper classes. In America 
and Australia the decline of the marriage-rate, in so far as it is 
not attributable wholly to the scarcity of women, may likewise 
be traced to the increased standard of life among the lower classes. 

In Norway and Sweden the marriage-rate fluctuates fairly 
regularly in inverse ratio to the rate of emigration. The decline 
of the Italian rate is apparently connected with the increase of 
emigration out of the country. Conversely the recent rise of 
the marriage-rate in Ireland and Spain may be connected with 
the decline of emigration from these countries. The extra- 
ordinarily high marriage-rate of Servia, of Hungary with its 
strong Slavonic element, of Saxony with its numerous factories, 
as also that of unpretending Japan, can be explained by the fact 
that the demands made on the education and preparation for a 
man’s future occupation are relatively small, owing to the modest 
standard of comfort which obtains in these countries, or the 
greater facilities they afford for making a home. ‘ 

2. Another cause responsible for the decrease of marriages 
among the upper classes is the growing difficulty of supporting 
a family in the face of increasing social requirements. This 
cause made itself felt earliest among the nobility, and most 
powerfully, where, owing to the system of primogeniture, the 
younger children were unable, if married, to live in accordance 
with the requirements of their rank. The decrease has been 
most marked since the ancient privileges of rank in the matter 
of public appointments and ecclesiastical preferment have yielded 
to the equalisation of rights, a process which coincided with a 
shrinking of the emoluments attached to the offices in question. 
Since when there has been the greatest number of bachelors and 
spinsters in families whose fortune consists solely of entailed 
estates. 

With the rise in the standard of living, this tendency spread 
from the nobility to the upper classes in general. Here, too, 
marriage as a rule means retrenchment, and so a comparatively 
large number of persons remain unmarried. 
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3. A powerful influence for the decline of the marriage-rate 
is the altered position of woman. In the process of time, from 
man’s slave she has become his companion, and, in accordance 
with the most recent developments, often even his competitor. 
Hand in hand with her growing independence came a rise in the 
social consequence of the unmarried woman. This was bound to 
react on the attitude of women towards marriage. It may be 
that the large increase in the proportion of women earning their 
own livelihood, which took place just between 1895 and 1907, is 
connected with the decline in the German marriage-rate, which 
until then had risen, and began, between 1901 and 1905, to 
decline from 168 to 160. In Great Britain the decrease in the 
frequency of marriage set in much earlier, and points even more 
conclusively to its connection with the strivings of women after 
economic emancipation, a phenomenon which made its appear- 
ance much sooner in that country than in Germany. It is clear 
that the increasing economic independence of woman must 
diminish the force of one of the motives that leads her to marry. 
She becomes less ready to undertake the work of a housekeeper 
under the disadvantage of not being able to give notice; she fre- 
quently feels no inclination for the burdens which marriage would 
put upon her; she is less inclined to submit to a man’s will, 
occasionally she agrees with Bernard Shaw in denouncing the 
home as “the girl’s prison, the woman’s workhouse.” In short, 
she is less disposed to marry as her grandmother did, because, as 
a matter of course, a girl marries as soon as a suitable oppor- 
tunity offers. She is more apt to reject one suitor in order to 
wait for a better man. She will look for real feeling as the 
decisive factor in the case, and will prefer to remain single rather 
than marry without affection or inclination. 

This influence becomes the more effective the greater the 
number of enjoyments which enter into competition with the 
amenities of married life. The increase of new inventions and 
discoveries, of trade and travel, the general spread of education 
and culture have widened the circle of interests and the tastes of 
both men and women, have increased their requirements and 
made many new pleasures accessible to them. Hence the home 
has lost its paramount importance for the man, and also for the 
woman; the share of life’s joys which marriage contributes to 
happiness has decreased in proportion as these other joys have 
increased. And where married life would, for the persons con- 
cerned, be incompatible with the satisfaction of these new 
requirements, whether for pecuniary or other reasons, marriage is 
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often renounced altogether. Hence the decline of the marriage- 
rate more especially among the upper classes. But this also 
explains why the percentage of marriages decreases among the 
people as a whole, as the nation ascends in the scale of civilisa- 
tion. The desire for marriage decreases in proportion as the 
pleasures increase which are accessible to everyone, but which, 
for the reasons already specified, must be renounced on marriage. 
5. Lastly, there is no doubt that among the upper classes the 
mutual satisfaction of the sexes is not so great as it used to be. 
The woman’s greater independence, her increased culture and 
more self-reliant judgment—in short, all that which we reckon 
as progress—have contributed to this result. She has become 
more critical. On the other hand, just in proportion as she is 
less anxious to encourage a man to offer marriage, so he has 
become less inclined to make the offer; perhaps, indeed, his 
inclination has suffered even more than hers. The female sex 
still cherishes more illusions on the score of marriage than the 
male, and the later the age to which modern developments tend 
to postpone marriage, the more completely has a man lost his 
illusions by the time his finances would allow him to marry. It 
is just this greater independence of the woman, this increased cul- 
ture and more self-reliant judgment, which make marriage 
appear less comfortable and desirable to many a man. At a 
higher mental and moral level, however, this diminished mutual 
satisfaction of the sexes is rooted in a nobler cause. The spread 
of culture and refinement, a higher conception of what marriage 
as a union should achieve, makes it more difficult for man and 
woman alike to find someone whom either will be prepared to 
accept as a companion for life. Each will exact more, will have 
a higher standard; each is less able to find someone who comes 
up to the ideal, or to achieve the ideal required by the other. 
But however important the marriage-rate may be for the 
birth-rate, yet only about one-fourth of the total number of births 
fall to the new marriages. It is not the marriage-rate, there- 
fore, which turns the scale in the question of population. If it 
did, the increase of population of France, for example, would be 
greater than that of Bavaria, for the French marriage-rate between 
1901 and 1905 was 153, while the Bavarian was only 152. Never- 
theless France would, at the existing rate of increase, take 367°] 
years to double her population, while Bavaria would do so in 
53°1 years. Moreover all European, Australian and the majority 
of American States, whether their marriage-rate has risen or 
fallen, have experienced a decline in their birth-rate during the 
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past thirty years. To all appearances, then, it is not the mar- 
riage-rate, but the number of births per marriage which decides 
the question of population. This, too, shows a decline of fertility 
in most European countries, among the white inhabitants of the 
United States, and in Australia. What is the cause? 

An attempt has been made to explain the situation by the 
fact that the death-rate has declined with the increasing prosperity 
of the last decades. The average length of life has increased. 
Hence the character of the population has changed: those who 
have passed the prime of life have relatively increased, and the 
number of persons producing children has diminished in pro- 
portion. When however we find that in 1880, 389 out of every 
1,000 inhabitants of the German Empire were between 15 and 40 
years of age, while in 1890 their number had increased to 395, 
it turns out that the decade in which the birth-rate fell from 
392 to 360 was precisely the period during which there had been 
an increase in the number of persons of the most fertile age, and 
a decrease of emigration. 

Similarly statistics show that in England and Wales, Scotland, 
Norway, Sweden, Prussia, Holland, Belgium and France, all 
countries where the birth-rate has fallen, there is to-day a much 
larger number of persons of both sexes at the productive age 
than ever before. 

The only possible explanation, therefore, of the diminished 
birth-rate is the decline in the average number of births per 
marriage. This phenomenon first made its appearance in France, 
where, since the reign of Louis XVI., the birth-rate has declined 
steadily from decade to decade. It stood at 39 at the beginning 
of this period, and at 23°3 during the years 1901-1905. To under- 
stand these facts, we have only to compare the number of births 
among the well-to-do with those among the poor. 

According to the calculations of Bertillon, the following relation 
obtained in France in 1862 between frequency of birth and the 
possession of real estate. In 30 departments, in which 285 out 
of every 1,000 inhabitants owned land, the birth-rate was only 
24°78 per 1,000; in 31 departments, which averaged 240 land- 
owners out of every 1,000 inhabitants, these accounted for 25°70 
births ; in 21 departments, where the number of landowners had 
fallen to 177 per 1,000 inhabitants, the number of births rose to 
9810. The more proletarian the department therefore, the 
higher the birth-rate, and vice versa. 

A comparison between industrial and agricultural departments 
leads to the same conclusion, and this is further confirmed by a 
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consideration of the state of affairs in the departments where 
there are many prosperous peasant proprietors. The birth-rate 
in the industrial departments ‘‘Nord” and “Pas de Calais” has 
fallen only very slightly during the nineteenth century; in the 
department “Seine-Inférieure” it has even risen; while in 
the more prosperous departments ‘“Yonne,” “Cdte d’Or,” 
“Charente,” “Puy-de-Dome,” “Gers,” ‘Garonne,’ ‘‘ Lot-et- 
Garonne,” “ Maine-et-Loire,” with their well-to-do peasant popu- 
lation, it has diminished by one-half. On the other hand, in 
Brittany, as well as in the departments of Corsica and Losére, 
where the peasant population is poor, the birth-rate is as high 
as in the industrial districts. Such increase of population as 
France can still show is due to the increase in the two industrial 
departs Nord and Pas de Calais, but for which the deaths would 
actually outnumber the births in France. 

The same conclusions may be drawn from the statistics of 
Kiaer, according to which the majority of marriages in the prosper- 
ous departments of Seine, Céte d’Or, Orne, Lot-et-Garonne produce 
only one or two children, while in the poor departments Finis- 
tere and Corsica, and the industrial department Pas de Calais, a 
very small percentage of the marriages produce as few as one or 
two children, and the majority show a larger number. 

A comparison of the various towns with each other points to 
a similar conclusion. As early as the thirties of last century it 
was shown by Hippolyte Passy that the towns inhabited by the 
upper and lower bourgeoisie had a very low birth-rate, while the 
towns with a large working population had a high one. Thus 
according to his calculations the proportion of births to marriages 
in the towns of Tours, Versailles and Angers was only 2°5-2'6, 
while it was 4°6 in the manufacturing town of St. Etienne, and 
about 4 in Nimes and Boulogne. Passy had already noted that 
the birth-rate in the manufacturing towns was greater than the 
general French average. 

The same connection between prosperity and the birth-rate 
is shown by the figures collected in 1886 by Tallquist. The 
smaller the sum of estate, door and window tax per head of 
the population yielded by the different departments, i.e., the 
smaller the means of the inhabitants, the greater was the number 
of legitimate births that fell to the share of every thousand 
married women, and vice versa. 

And still the same results follow from a comparison of the birth- 
rate and the prosperity of the several quarters of Paris: the more 
prosperous the quarter, the less fertile its inhabitants. 
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When the decline of the birth-rate in France had been con- 
clusively proved, this was at first regarded as an exclusively 
French peculiarity, and the criticisms passed were friendly or 
the reverse according as a low birth-rate was held to be an advan- 
tage or a misfortune. Since the seventies of the nineteenth 
century, however, the tendency of the number of births per 
marriage to decline with the increasing prosperity of the people 
seems likely to become universal. Even nations hitherto re- 
nowned for their wealth of children are visibly becoming subject 
to the same fate as France. 

This is especially noticeable in Great Britain and Ireland. In 
England and Wales the birth-rate rose during every period of 
five years beginning from 1841-1845, until between 1871 and 
1875 it reached its maximum of 355 births to every 10,000 in- 
habitants. Since then it has fallen uninterruptedly. In the 
period 1901-1905 it had fallen as low as 281. The birth-rate of 
Scotland and Ireland moves in the same direction, though for 
different reasons. 

In Ireland the birth-rate fell from 2,384 to 2,348 for every 
100,000 inhabitants during the decade 1881-1891. But, as 
Sidney Webb has pointed out, the number of married women of 
child-bearing age in proportion to the total population diminished 
so much during this period that, in spite of the trifling decline 
shown by the birth-rate, there is actually an increase in the fer- 
tility of the marriages. If the proportion of the ages and sexes 
in Ireland had been the same in 1901 as in 1881, the Irish birth- 
rate would have been 3 per cent. higher in 1901 than in 1881. 

The case is different with Great Britain, where there is no 
such cause to account for the decline in the birth-rate. Had the 
proportion of the different ages in the population of England and 
Wales remained constant between 1861 and 1891, and had the 
division into married and unmarried remained exactly propor- 
tionate, the number of births per 100,000 inhabitants would still 
have fallen as follows :— 


3O61 .... ste ... 98,236 
ia ais ... 9,312 
1881... vis ... 93,278 
i... — ... 9,125 
1901 ... nts ... 2,729 


In other words, had the fertility of the married women 
remained constant, there would have been 21 per cent., or, in 
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actual figures, about 200,000 more children born in England and 
Wales in 1901 than has been the case. 

I have already dealt with the decline of the marriage-rate in 
Great Britain consequent on the rise in the standard of comfort 
of the working classes. That the increase of wealth and the rise 
in the standard of comfort are responsible also for the diminution 
in the number of births per marriage, is proved by a comparison 
of the birth-rate in different districts according to the number 
of domestic servants employed there—that is, according to their 
degree of prosperity. The corrected birth-rate for Bethnal Green 
—the district of London which has the smallest number of non- 
Londoners, and where the proportion of inhabitants who keep 
servants is smallest—fell between 1881 and 1891 by 12 per cent., 
i.e., by exactly as much as that of the North Riding of York- 
shire. In Hampstead, on the other hand, which keeps the 
largest number of servants in proportion to its inhabitants, the 
rate fell no less than 36 per cent. Next to Hampstead come 
Kensington and Paddington, which keep servants in almost the 
same proportion as Hampstead: their birth-rate, which was 
already lower than that of Hampstead, has fallen 19 per cent., 
and is now less than two-thirds the rate of Bethnal Green. Dr. 
Newsholme and Dr. Stevenson on the one hand, and Udny Yule 
on the other, have compared the corrected birth-rate of five groups 
of London districts, differentiated according to their average 
poverty. The result shown is that the small group of three 
“wealthy ” districts numbers 2,004 births in wedlock for every 
100,000 inhabitants; the four groups which include nineteen 
districts of medium prosperity have between 2,362 and 2,490 
births; while the poorest group, which includes seven districts, 
has no fewer than 3,078 legitimate births—.e., 50 per cent. more 
than the wealthy districts. 

But the decline in the number of births is not confined to the 
propertied classes. Skilled artisans, as John Stuart Mill had already 
pointed out, have smaller families than unskilled labourers. Quite 
recently Sidney Webb has shown that the “maternity” payments 
made between 1866 and 1904 by the Hearts of Oak Society, to 
which only the aristocracy of the English working classes belong, 
have diminished in every consecutive period of five years since 
1871-75, in consequence of the diminution in the number of births. 

In all these cases, then, we have an intentional limitation in 
the size of the family, whether the motive be the disinclination 
of the parents to being hampered in the enjoyment of other 
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pleasures, or their fear of losing the earning capacity which 
renders these other pleasures accessible. 

Another proof of the connection between wealth and the birth- 
rate is afforded by the investigations of Verrjn Stuart into the 
number of births in proportion to the rent of dwellings. This 
inquiry embraces Rotterdam, Dordrecht and forty country com- 
munities of Holland. Fahlbeck has shown that in Sweden and 
Finland the nobility, the teachers in the two State Universities 
and those in the higher educational institutions are the least 
fertile members of the population. For Italy we have Del 
Vecchio’s interesting proof that the birth-rate is highest in the 
districts which contain the largest numbers of persons who have 
not learnt to read; that it is lower in districts which have a 
medium number and lowest in those which have the smallest 
number of absolutely illiterate persons. 

In Germany, Kiaer was the first to prove, by comparing the 
births in a wealthy and in a very poor district of the town, that 
the birth-rate is higher in the poorer district throughout, and 
that the latter has much fewer childless marriages than the 
richer district. Then Mombert made investigations in seven 
large towns, Berlin, Hamburg, Leipzig, Munich, Dresden, 
Magdeburg and Frankfort-on-Main, taking the average rent of 
the dwelling as the measure of prosperity of the different districts. 
He proved conclusively that fertility decreases with increasing 
prosperity and increases with diminished prosperity, and he 
showed that this tendency does not depend upon differences of 
rank, nor require that the difference in means and social position 
shall be very great, but makes itself feit even where the differ- 
ences are slight. He proved that even among the unpropertied 
classes improved economic and social conditions tend to decrease 
the number of births. Further, he proved that this holds good 
not only in large towns, but throughout Germany, and also that 
the callings and occupations which enjoy a higher social standing 
and command larger means, show in general a smaller degree of 
fertility per marriage. 

But the decline in the birth-rate, as already mentioned, is not 
confined to the European countries cited above. It is also found 
in the United States of America and in Australia. As regards 
the former, Kuczynski has shown that the fertility of the whites 
born in the two New England States is now only half as great 
as that of the population of most Kuropean countries, and only 
three-quarters as great as that of France. During the first fifty 
years of the Republic on the other hand, the white population 
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had quadrupled itself by natural increase. The increase of the 
white population of the United States depends to-day on the 
continued immigration from Europe; if this were to cease, the 
North American Republic would, in view of the great fertility 
of the negro, become black in quite a short, predeterminable time. 

And in Australia it was reported by a Royal Commission in 
1904 that a serious decrease of fertility had taken place since 
1889, chiefly owing to the artificial prevention of conception and 
the inducement of miscarriages, as well as to pathological condi- 
tions brought about by the use of preventive medicines. The 
Australian birth-rate is indeed the most remarkable of those 
already discussed. Statistics show that in this land, where the 
working classes are better off than anywhere else in the world, 
where they have the last word in politics, in this “working man’s 
continent,” the decline in fertility is almost the greatest of all. 
It equals the decline in the European countries of the lowest 
fertility, viz., Ireland and France, but far surpasses them in the 
speed with which this decline has taken place. The native white 
populations of Massachusetts and Rhode Island alone show a 
lower figure. 

When we come to inquire into the cause of this phenomenon 
which accompanies increasing prosperity with such unfailing 
regularity, we must at the outset discard the hypothesis of any 
connection between it and religion or race. It made its first 
appearance in France, and at a time when France was admittedly 
still predominantly Catholic in spirit. Statistics show that among 
the Jews there is a diminution in the birth-rate in proportion 
to the increased prosperity of the people concerned. It is only 
among very poor Catholics or very poor Jews that we find a high 
birth-rate. ‘The same applies to considerations of race. Prince 
Bilow complained most pathetically in the Reichstag of the 
greater fertility of the Polish women, and pointed to this as the 
chief cause for the ground gained by the Polish population in 
Germany. But the German women in the poor districts of 
Oberpfalz and Lower Bavaria are more fertile than the Poles. 
The Polish districts show the greatest fertility because they are 
the poorest and the most backward; the great majority of the 
Slavs form the quintessence of the proletariat in Prussia. We 
should be just as far from the truth if we attempted to trace 
the decline of the birth-rate to increased industrialism or to the 
growing tendency to live in towns. ‘This hypothesis is refuted 
chiefly by the case of France since the beginning of the nineteenth 
century, more especially by the high birth-rate in the great indus- 
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trial departments Nord and Pas de Calais, and by the very low 
birth-rate among the prosperous peasant population of the agri- 
cultural departments, where the people live on the land. It meets 
with additional refutation from the Australian birth-rate since 
1885. Nor do English statistics, as shown by Sidney Webb, 
afford any confirmation of this view. In Germany, indeed, the 
towns are less fertile than the country, and the birth-rate began 
to fall earlier there, and fell lower. This, however, is quite 
compatible with our position, since German prosperity, which, 
as shown by the statistics of Prussian incomes, increased through- 
out the State, increased most in the towns; the income tax for 
the years 1901-7 averaged 8°61 marks per head of the population 
in the towns, and only 2°15 marks in the country. Germany then 
forms no exception to the rule, and the increased prosperity in 
her towns must be acknowledged as the cause of the greater 
decline in the birth-rate, for this greater prosperity is accom- 
panied to a very great extent by the welcome as well as by the 
unwelcome phenomena which lead to such a decline. The 
opposite relation between town and country, which is revealed by 
a comparison of the departments Nord and Pas de Calais with 
the country population of France, as well as by a comparison of 
the English towns and counties, is sufficiently explained by the 
fact that the lowest sections of the working population in the 
French departments and the English towns in question are 
generally below the level of the rural population. It may be 
said that where the rural population is very poor or coarse or 
uncultured the birth-rate in the country is very high, and much 
higher than in the towns; where, however, there is a preponder- 
ance of prosperous peasant inhabitants, or where the conditions 
of the country working population improve, the birth-rate 
declines, sometimes even more than in the towns. 

It turns out, therefore, that differences of creed, race, oc- 
cupation or domicile, which are adduced to account for differences 
in the rate of fertility, and all changes in the former which ob- 
servers have claimed as an explanation of the decline in the 
latter, appear on closer inspection to reduce themselves to differ- 
ences and changes in material prosperity. Moreover, economic 
conditions, as Mombert recognised, may influence the birtl-rate 
in two directions. An improvement in economic conditions, 
especially when it follows on previous economic disturbances, in- 
creases the number of marriages in general, and therewith the 
number of young married couples, and so especially of married 
women at the child-bearing age. So far an improvement in 
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economic conditions tends to increase the number of births. But, 
as we have already pointed out, barely a fourth of the total 
number of births in a year falls to the newly-married. This ten- 
dency, therefore, cannot counteract the opposite influence which 
a permanent improvement in wealth and culture exercises on the 
remainder of the married population. This, as a comparison of 
different ranks, as well as-of the same ranks and the same people 
at different stages of development, has shown us, results in a 
diminution of births. Thus the development of the German 
people, especially between 1890 and 1900, clearly shows that “in 
spite of increasing prosperity, in spite of the fall of the marriage 
age and the lengthened duration of marriages, the number of 
births has steadily declined.” (Mombert.) In countries where the 
standard of comfort of the working classes began to rise earlier 
than in Germany—as, for example, in England—the improvement 
in their conditions led to a decrease even of the marriage-rate, 
and so to a diminution in the number of births due to fresh 
marriages. 

But what can be the cause of this coincidence of decreased 
fertility with increased prosperity ? 

We must recognise as one of the causes the increase of certain 
diseases which go hand-in-hand with the development of wealth 
and culture described above. These are :— 

1. The diseases of sex. These appear as a concomitant to 
the postponement of marriage; are found more frequently among 
the well-to-do than among the poorer classes, and consequently to 
a much greater extent in the towns, and especially in the large 
towns, than in the country. In the case of women, sterility or 
the capacity to bear only one child frequently follows on illnesses 
of this nature. 

2. The same effect is produced by mental disease. The 
nervous strain induced by the increasing development of civilisa- 
tion has led to an increase of mental disease, and it is not, as 
has been supposed, marriage which wards off mental disease, but 
rather the predisposition to this which prevents marriage. 

8. The principal cause, however, of the decline of fertility is 
the diminution of the desire for reproduction. As prosperity 
increases, so do the pleasures which compete with marriage, while 
the feeling towards children takes on a new character of refine- 
ment, and both these facts tend to diminish the desire to beget 
and to bear children. 

The competition of other pleasures makes itself felt in the 
case of the woman as well as in that of the man, though in a 
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different manner. In the woman it produces a distaste for the 
spending of her entire existence in pregnancy and child-bed ; 
this distaste becomes more pronounced in proportion to the in- 
creased variety and tempting character of the pleasures which 
must be foregone. Even Adam Smith wrote: “A half-starved 
Highland woman frequently bears more than twenty children, 
while a pampered fine lady is often incapable of bearing any and 
is generally exhausted by two or three.” So that the lower birth- 
rate of the upper classes was already known to Adam Smith, but 
he was mistaken in looking for the cause among physiological 
instead of psychological conditions. The same observation had 
been made by the ancients, and we find in Juvenal :— 


“Sed jacet aurato vix ulla puerpera lecto” ; 


and even the cause was by no means unknown to them. Thus 
Ovid had said :— 


“Raraque in hoc aevo est, quae velit esse parens.” 
—(In nuce, v. 24.) 


In other words, in the time of Ovid the reason why women 
did not have many children was not that they could not produce 
them, but that they did not wish to do so. This was the case, 
too, with the ladies of fashion in the time of Adam Smith, and 
the same applies to the society woman of to-day. She does not 
want to be cut off from all the joys of youth and all the pleasures 
which wealth can offer by a series of pregnancies following on 
each other in uninterrupted succession. In the case of other 
modern women the decline in the desire to have children, or at 
any rate, many children, is attributed to the movement for 
emancipation. Women who follow intellectual pursuits or who 
wish to live their lives to the full, desire to be hindered as little 
as possible by the duties which the nursery imposes ; others who 
follow a profession feel themselves hampered by motherhood in 
the earning of money which would make other pleasures possible. 
And of the factory worker Sidney Webb points out that the pro- 
tective measures which prohibit her from returning to work for 
a definite number of weeks after child-birth, deprive her of the 
means of subsistence, and she naturally seeks to avoid the recur- 
rence of such an enforced stopping of supplies. 

With this we enter on the domain of economic causes, which 
are especially responsible for the decline in the desire for repro- 
duction in the case of the man. Not but that this is often due 
to consideration for the health of his wife. The chronic in- 
validism which is a frequent consequence of much child-bearing, 
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and more especially of confinements following each other in rapid 
succession, restrains the man from indulging in the gratification of 
his desires, wherever he has risen above the state of regarding 
the woman solely as an instrument of his pleasure. The most 
potent check, however, in his case is the consideration how far, 
if he were to call a great number of children into existence, the 
increased demand thus made on his resources would cut him off 
from other satisfactions. In the peerage it has been demonstrated 
that the conditions of the tenure of their possessions, together 
with the real or supposed duties of their rank, lead to such a 
limitation in the size of families that the majority of them die 
out in two hundred years. The advance in the technical arts, 
in trade and industry, in science and art, has made countless 
new pleasures accessible to everyone—pleasures, however, in 
which they can participate only if they can command the requisite 
means. This has popularised the state of affairs which at first 
was found only among the upper classes. 

The greater delicacy of the feeling towards children works 
in the same direction. With increasing prosperity, mankind 
generally rises above the state of blindly giving way to its animal 
instincts, and so parents become more and more conscious of their 
responsibility both for the character and number of the human 
beings whom they bring into the world. This leads many weakly 
people to refrain from giving life to children to whom they might 
transmit their diseases. In other cases parents will rather strive 
to ensure to the children whom they have already brought into 
the world a good education and a larger patrimony, so as to 
equip them better for the modern struggle for life. Both these 
facts tend to restrict the number of births. 

This limitation of the size of the family, in consideration of 
the children’s welfare, makes its first appearance among the 
aristocracy, where anxiety prevails lest the splendour of the family 
name and tradition should suffer from the inability of too large 
a number of children to live up to the requisite standard. This 
is evident even now from the fact that the birth-rate among the 
peerage, where the family fortune consists only of entailed landed 
estate, is specially low. Here children are produced until there 
is a male heir; when this is achieved, no more are born, hence 
such families number more daughters than sons. On the other 
hand, where there is no entail, or where there are other posses- 
sions besides the land, the birth-rate is higher, and there are 
more sons than daughters. A similar consideration, not for the 


glory of the family name, but for the integrity of the farm, acts 
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on the peasants. Among the middle classes, too, including civil 
servants and officers, the same consideration for a better educa- 
tion and larger inheritance makes itself felt as prosperity in- 
creases. This is regarded as the principal cause of the decreasing 
fertility of marriages in America and Australia. 

Another cause for the decline of fertility was found by 
Wappius in the decline in infant mortality which accompanies 
improved conditions. According to him, parents who have a 
certain number of children living have not the same inducement 
to increase their families as those who have lost some of their 
children in infancy. Mombert is of the opinion that the great 
decrease of infant mortality in the towns, especially in Berlin, 
has been a contributing cause to the decline of the fertility of 
marriages. A more widespread prosperity has popularised the 
practice of the landed gentry with regard to the production of 
children. 

The case is different with nations at a lower stage of civilisa- 
tion and with the lower classes of the more advanced nations, 
in so far as the social conditions of the latter are in no way superior 
to those of the former. The more uncivilised the people, the 
lower the social class, the more eagerly woman is sought, either 
as a means of gratifying the sexual instincts, or for the sake of the 
work which she can accomplish; the younger therefore the age 
at which she becomes the object of desire. It is only when mar- 
riage ceases to be a merely physical union and becomes a union 
of souls, that man will look for a higher degree of intellectual 
development in the woman who is to be his wife. At a lower 
stage of civilisation, on the other hand, the pleasures of life consist 
almost exclusively in the satisfaction of natural instincts and 
desires. Hence at this stage the increase of population is condi- 
tioned solely by the increase of the means of subsistence, and 
the lower a people stands in the social scale, the more exclusively 
does the number of marriages depend on the results of the 
harvest. 

Here marriage, as such, does not involve. an immediate 
increase in the burden of life, but often quite the contrary; the 
woman works for her living, the income is doubled, and the 
expenses, until children arrive, are lower in proportion. Here 
regard for the children exercises no restrictive influence on the 
number of births, for the prospect of being able to help a few 
children on in life by more careful education or a larger inherit- 
ance does not exist. Nor are there at this stage any other 
pleasures to enter into competition with the satisfaction derived 
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from sexual intercourse. This can occasionally be confirmed by 
physicians with a large practice among the poor, even in Ger- 
many. When they enter homes of the most abject poverty, and 
make a remark on the large, and despite all the wretchedness, 
still increasing number of children, they are told of the part 
which sexual pleasures play in the lives of those who are debarred 
by circumstances from all-other joys, in terms which, for cynicism 
of expression, far surpass the words of Diderot in “Jacques le 
Fataliste et son maitre.” I had myself a somewhat similar ex- 
perience when, many years ago, I visited a number of workmen’s 
families in the Saxon mining district. And a moment’s con- 
sideration of the lives which these miners lead makes everything 
intelligible. The man goes down into the pit before sunrise, 
and, except during the summer months, the light has faded 
before he returns from his work. It is only on Sundays that he 
can see the world in all its colour and beauty. And when he 
comes home exhausted, what pleasures are still possible to his 
overwrought senses? We begin to appreciate the force of the 
passage in Gohre, where he tells us “that in the eyes of German 
working men, woman is nothing but an object for the satisfaction 
of sexual desire”; that woman among the German working 
classes is “‘valued much lower, considered much less, treated 
much worse,” than in other ranks of life. It fits in with this 
that the woman in a home which I visited, had borne eleven 
children; several of these had died, others were playing about 
the room or crawling about the floor; a fairly grown-up one lay 
in bed, not because it was ill, but because it had no clothes; and 
in spite of this wretched poverfy the birth of another was ex- 
pected. But we need only read Zola’s “Germinal” in order 
to understand why the mining population has the highest birth- 
rate. 

Thus the different behaviour of different classes of the same 
people and of the same people at different stages shows that sexual 
passion is no constant and regular motive as Malthus assumed. 
Tt not only increases under the influence of cerebral activity, but 
it also decreases under the same influence. With increasing 
wealth and culture the variety of man’s wants increases, and 
Gossen’s law as to the limit up to which different kinds of 
pleasure are gratified, in order to realise the maximum of satis- 
faction on the whole, becomes applicable. Man limits his family 
when the increase of his family tends to diminish the sum total 
of satisfaction. 

This limitation is in itself no virtue as it has been represented 
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by the Malthusians. It may be virtuous when prompted by 
altruistic motives. On the other hand, when one confronted with 
the choice between two pleasures prefers one to the other, this is 
evidently in itself neither moral nor immoral. 

It is well known, too, that the diminution of the birth-rate 
which accompanies increasing prosperity does not imply an 
increase of sexual continence. 

Yet another doctrine of Malthus has been refuted by actual 
developments. The increase of the means of subsistence at the 
disposal of European nations in the nineteenth century, stands in 
direct contravention to his doctrine of the disproportion between 
the growth of population and the increase of the means of sub- 
sistence. Malthus had no presentiment of the extent to which 
the progress of science and the adaptation of her discoveries to 
the uses of daily life, would give man dominion over nature, nor 
could he foresee the marvellous degree to which the people who 
utilise this progress are enabled to increase the sum of goods serv- 
ing to their support. I have not space to sketch even in out- 
line the progress which has been made in agriculture, trade, 
and industry since the time of Malthus. The most important step 
was taken when the discoveries of science were applied to com- 
merce, and the boundaries of the land whose fruits are at the 
disposal of the people of Europe, were extended. And if strict 
Malthusians would object that the importation of the means of 
subsistence from hitherto uncultivated lands, only postpones the 
disharmony between the supply of food and the numbers of the 
population, and that the evil day must come eventually, we would 
maintain that this would only happen if, when the law of 
diminishing returns had come into operation over the whole sur- 
face of the globe, the rate of increase of the population remained 
constant. But this increase will not remain constant, as we 
shall proceed to prove. 

It is, indeed, a most remarkable fact that in spite of the 
decline in the birth-rate, the surplus of births over deaths has 
never been so great as since the beginning of the seventies of 
the nineteenth century. The explanation is that if increasing 
prosperity has led to a decline in the birth-rate, it has been accom- 
panied by an even greater decline in the number of deaths. The 
consequence has been an absolutely unprecedented increase of 
population, and if this were to continue at the same rate as 
within the last twenty-five years, there would in 893°35 years be 
one European to every square metre of surface of the globe ; and 
if we include the other races, we should in 1,000 years stand 
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shoulder to shoulder. But the manner in which the increase of 
population has taken place since the seventies, brings with it its 
own corrective. Increasing prosperity has not led to that increase 
of the birth-rate predicted by Malthus, but to a relative diminu- 
tion of births; and if the European peoples have increased so 
enormously in spite of this diminution, we owe it to the fact that 
the decline in the rate of mortality has been even greater. If, 
however, this satisfactory mode of increase continues, the rate 
of increase will of itself tend to become less, until it eventually 
ceases altogether. For mankind will never cease to die. 

The increase of population during the last decades has, how- 
ever, corrected more than the theoretical teaching of Malthus. 
It has also placed his practical conclusions, and the bogey of over- 
population which he had called into being, in quite a new light. 

Malthus drew from his theory the conclusion that lack of 
sexual continence was the real cause of the sorry conditions 
universally prevalent among the lower classes; hence the indis- 
pensable condition of improvement was the spread of the virtue 
of continence among them; unless this came first any improve- 
ment in their lot would be but transitory, and would only lead 
to an increase of marriages and a diminution of infant mortality, 
until in consequence of increased numbers the condition of the 
lower classes was once more depressed to its former level. The 
idea of attempting to improve the conditions of the lower classes 
by sexual continence is so Utopian as to make the maddest 
socialistic and communistic dreains appear sober in comparison. 
For granting for the sake of argument that the lower classes of 
any country followed this counsel, the moment the effects of their 
conduct began to be felt in the labour market, no effort would be 
spared to attract labour from other countries, where the same 
continence was not in vogue. Wherever the condition of the 
working classes is above the average, this superiority has such 
a power of attraction for the working men of countries whose 
conditions are not so good, that any effort on the part of a working 
class to raise its position by sexual continence would be inevitably 
frustrated. In order to succeed, therefore, the sexual strike re- 
commended would have to be international! On the other hand, 
the rate of increase of population during the last decades shows 
that this exhortation to sexual continence, apart from any ques- 
tion of its probable effectiveness, is not even necessary. It shows 
that the causal relation between improved conditions of living and 
the height of the birth-rate is the very opposite to that advanced 
by Malthus. It is not the spread of an enlightened continence 
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which is a sine quad non of an improvement in the condition of 
the lower classes, but such an improvement in circumstances is 
itself a preliminary condition for the diminution of the number of 
births. 

There is, therefore, no occasion for the panic of over-popula- 
tion which Malthus called into existence ; on the contrary, there 
has arisen in many places the very opposite fear—an anxiety for 
the future of the civilised nations due to the low rate of increase 
of population during the last decades. The question is frequently 
asked : if increase of prosperity leads to a cessation of the increase 
of population, what will be the fate of the civilised nations of the 
world? But this anxiety is unfounded, so long as the civilised 
people continue to press into their service without remission all 
the progress of the technical arts and sciences, of industry and 
economic organisation, in order to overcome the difficulties which 
the increasing parsimony of the land opposes to the satisfaction 
of their needs. For the extraordinary increase of population of 
the last decades has been spread by no means evenly over the 
surface of the globe. We find it in Europe, among the nations 
of European descent, also in India, since this has passed under 
European administration, and in Japan since the latter has begun 
to Europeanise itself. Among all the other nations there has 
either been no increase of population at all during the nineteenth 
century, or at best but a trifling one; these are countries where 
there has been no progress or an insufficient progress in the 
technical arts and in economic organisation. Consequently in 
these countries every new-comer has only as much space as the 
previous occupant of a place vacates on his behalf. Here the 
teaching of Malthus holds good without reserve. Here man has 
the tendency to increase faster than the means of subsistence. 
The sexual instinct which leads to the increase of the birth-rate 
rules with undiminished sway. Whatever numbers are born over 
and above the limit that can be supported in the existing stationary 
state of the technical arts are swept away. The infant mortality 
is enormous, and it is only when wars and epidemics have raised 
the death-rate that a larger number of the young generation can 
be supported. Although their birth-rate is much higher than that 
of European nations, their increase has been much slower, where, 
indeed, there has been any increase at all. Because they 
remained opposed to progress, Europe, with its smaller number 
of births, has progressed at their expense. Europe sent out her 
sons to produce on the soil of which the others had hitherto been 
masters what Europe needed in exchange for her own products. 
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And what applies to the past applies equally to the present and 
future. It is only if a reactionary economic policy, which should 
aim at securing that every European country should, so far as 
possible, produce all the commodities which it required, were to 
gain the upper hand, that this would lead to a deterioration of the 
life of the European population, and, as experience shows, not to 
an increase in the birth-rate, but to a rise in the death-rate. Then 
they would be overpowered by the now uncivilised races, as the 
Roman Empire was overthrown by the barbarians. 
L. BRENTANO 








REVIEWS 


The Common Sense of Political Economy, including a Study of 
the Human Basis of Economic Law. By Pup H. 
WicksTEED, M.A. (London: Macmillan and Co. 1910. 
8vo. Pp. xiv+702.) 


REFERENCES to “common sense” do not usually strike an 
economist very favourably. He is apt to associate them in his 
mind with the silly persons who say they “don’t believe in 
economics, but prefer to go by common sense,” and then proceed 
to put forward some monstrous fallacy. Mr. Wicksteed appears 
to have adopted his rather unfortunate title because he believes, 
quite rightly, that we must “take our ordinary experiences as the 
starting point for approachng economic problems” (p. 3). No 
one, I think, will be found to deny that he has followed this 
maxim with great success. I certainly know of nothing in 
economic literature more charming than the passages in which he 
records what are evidently his own, perhaps unsuspected, observa- 
tions of the policy of the mistress in his patriarchal home. 

“A certain lady,” we are told, “when she gave her children a 
jam-roll, used to begin helping the elder children liberally; after a 
time she would see that it would not go round on that scale, would 
draw up and economise in the middle, and then, finding she had 
made enough economies, would relax again for the younger children.” 
(N.B.—The observation was made and the record preserved by one 
of the children that came towards the middle.) 

This illustrates “the equilibrium of marginal values,” aimed 
at alike by the merchant and the housewife, and its imperfect 
attainment by both. The fact that “the marginal significance 
at which a commodity is actually consumed depends upon the 
urgency and extent of the claims that have to be met and adjusted 
and the quantity of it at command, and is not affected by the price 
that was actually given for it” receives, inter alia, the following 
illustration :— 

“Through an ordinary miscalculation or through some unforeseen 
change of circumstances, such as the unexpected departure of 
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several members of the household, or the coming on of thundery 
weather that threatens to turn the milk, the supply for the next 
few hours may become so much larger than was expected relatively 
to the demands made upon it, that it will be consumed at a lower 
marginal significance than would have justified the purchase. The 
cat may have as much as she chooses to lap. A member of the 
household, coming in hot from a walk in the sultry air, and express- 
ing a timid desire for a glass of milk, may be treated almost as a 
benefactor instead of being treated as a criminal, as he was when 
he last made the same suggestion under less propitious circum- 
stances.” 

The author’s penetrating insight into the motives of our every- 
day actions enables him to show that various proceedings which 
the rich advise the poor to abstain from are really quite 
“economical” for those who practise them. It is better to get a 
cheap though bad pair of boots than either to go barefoot or to 
starve for a week in order to buy a good pair and then go to the 
cemetery instead of the bootmaker’s. Even the hire-purchase 
system has merits. 

All is not, however, for the best in this best of all possible 
worlds. Speaking of “economic forces,” the author dsks us 
(p. 192) “no more to take it as axiomatic that they will work 
for social good, if left alone, than we should take it for granted 
that lightning will invariably strike things that are 
‘better felled.” Is not this idea of economic forces 
“left alone” a product of eighteenth century beliefs about 
Nature which are now quite exploded? We can _ see 
now that the beneficence which Adam Smith claimed 
for the workings of self-interest is the result of the existence of 
certain institutions, such as property and the criminal law, which 
direct the flow of self-interested activity into beneficent channels. 
When eighteenth and early nineteenth century thinkers demanded 
laisser faire, they took these institutions, with the exception of 
certain details of which they disapproved, to be “natural,” so 
that self-interest, working within the limits imposed by the institu- 
tions, could be regarded as “left alone.” In these days, when 
anthropology has superseded histoire raisonné, and we no longer 
imagine the institutions of our own time, with some small emenda- 
tions, to be “natural” and all others “artificial,” protests against 
the policy of leaving economic forces alone are out of date, since 
that policy must be seen to be absolutely chimerical rather than 
simply erroneous. If any semi-somnolent individual still asks 
for laisser faire he can be sufficiently dealt with by an inquiry into 
what he supposes himself to mean by it. 
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Blemishes like this are few and of little account, and he would 
be a difficult reader to please who could not read the first few 
hundred pages of the work by the fireside in winter, or under the 
trees on a cliff in summer, without being in the least inclined to 
echo the complant of Callicles, modestly affixed to Book I. as a 
motto, that Socrates would keep on drivelling away about food 
and drink and doctors and sandals. It would, I think, have been 
better if the work had been published as two separate books. 
Seven hundred pages require a voracious appetite, and the homely 
exposition of Book I. will not appeal to quite the same circle of 
readers as Book II. Moreover, the plan of mentioning no names, 
which is adopted throughout, while suitable enough in Book I., 
is not really convenient in Book II., which largely consists of sharp 
criticism of current doctrine. It is always better to criticise by 
name, so that the student may know exactly where to look in 
order to assure himself that the account given by the critic of 
the doctrine criticised is correct, and in order that he may know 
whence to expect a reply if one is needed. I suspect that most 
of the writers criticised will refuse to recognise themselves in the 
Aunt Sallies set up to be knocked over. A good deal of Book II. 
consists of an exposition of weaknesses in the current diagrammatic 
method which the diagrammatists will say they were fully aware 
of. The vigorous attack on the theory of rent is spoilt by a want 
of attention to the origin and history of the theory; the theory 
itself and criticism of it are alike unintelligible if it is treated as 
if it was invented at the end of the nineteenth century instead of 
in a closed island at the beginning of that century, long before 
“graphic representation” was ever thought of. 

Perhaps the most unsatisfactory part of Book IT. is the treat- 
ment of currency. I certainly have no objection to the view put 
forward that the extent to which variations in the supply of gold 
alter its value depends on the elasticity of the demand for gold in 
the arts: when I have to deal with the subject, I always say so. 
Nor do I think that if the sovereign would only buy what is now 
half-a-sovereign’s worth of goods, the currency would be doubled : 
at present my average holding of gold is about £5, and with the 
rise of prices supposed, it might increase to £6 or £7, certainly not 
to £10, since I should prefer to go oftener to the bank for cash than 
I do now rather than to carry double the amount of gold about. 
But I do not believe anyone of importance, if anyone at all, holds 
the grotesque quantity theory set up by Mr. Wicksteed on page 
610 in order to be demolished, and which, we are told, “a 
treatise on currency frequently expounds.” We should have to 
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go back to Hume to get anything closely resembling it. Surely 
all that is meant by the quantity theory is that the value of units 
of currency is affected, like that of units of any other commodity, 
by changes in their number. I am not sure that Mr. Wicksteed 
admits even this, since he says :— 


“Tt is a matter of convenience how much of the business of a 
country shall be carried on by the aid of a circulating medium and 
how much without it; and, as a matter of fact, at periods when 
there is a dearth of small change in a country a great amount of 
retail business is conducted on account, and balances are more often 
settled in kind. Thus business which would ordinarily have been 
carried on by the circulating medium is carried on without it, because 
of its rarity. In Italy, for instance, when coppers were rare, the 
exchange value of a copper did not rise because a smaller number 
had to do a greater amount of work, but each unit did as much 
business as it could and the rest was done without them.” 


I am not familiar with this Italian example and cannot deal 
with it. But why go tolItaly? Is it not almost common know- 
ledge that the value of English shillings and pennies is kept up 
to 20 and 240 per pound sterling simply because the Mint is 
a monopolist which will not reduce its price below those figures? 
Nobody doubts that a great decrease in the demand for currency 
such as might be caused by half the people of the United Kingdom 
being carried off by influenza, would cause this token coinage to 
go to a discount, unless, of course, the Government shouldered 
the burden by making the coins redeemable at their present value. 
It is certainly a little more difficult to realise the converse case of 
a rise in value, say of the shilling to one-tenth and the penny 
to a hundredth and a twentieth of a pound, but this is only because 
anticipation of the future would be brought more obviously into 
account. If half the shillings and pennies and other silver and 
bronze coins disappeared by accident, people would expect the 
Mint to be soon successful in replacing them, and so nobody would 
care to accept either at more than their old value. But if the 
Government in consequence of the accident decreed that hence- 
forth florins were to be taken at five to the pound, shillings at 
10, sixpences at 20, pennies at 120, halfpennies at 240, and 
farthings at 480, and were to forthwith arrange for the coinage 
of additional farthings and a new coinage of half-farthings, and 
probably also for a considerable readjustment between the other 
coins, the existing holders of the existing stock of silver and 
bronze would benefit, and the public generally would have a 
subsidiary coinage very much more convenient than the present, 
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provided that the danger of illicit coining could be provided against 
as effectually as now. As for standard coins, surely the history 
of the Indian rupee ought to satisfy anyone that it is possible to 
raise value by restriction of quantity apart from any suggestion of 
redemption such as Mr. Wicksteed seems to think essential. 
There is nothing anomalous in the value rising and falling with 
decreases and increases of quantity. 

A minor point on which the author seems to me to have fallen 
into error is in supposing that a jeweller who melts sovereigns 
to make a watch-chain or set a stone in a brooch in a normal 
state of the market will incur a cost of 14d. “for melting” over 
and above what he would have to pay if he used uncoined gold. 
Why? He has to melt in either case, and if his productions are 
below the standard of fineness adopted for the coinage, is not the 
presence of the alloy in the coin an advantage rather than a 
disadvantage to him? 

In Book III., which is much shorter than the others, we find 
ourselves back again in the atmosphere of Book I. Various 
practical questions are discussed with real “common sense,” aided 
by familiarity with economic reasoning. The exposition of the 
inadequacy of the “national income” as a measure of the possi- 
bilities of material welfare is especially admirable. The chief 
complaint which may be made against the book is one which 
may be made against nearly all discussion of the economic future 
of society—there is no adequate recognition of the importance of 
inherited property. We are told that “the central thesis” of 
the whole work “‘is that so far as the economic forces work without 
friction, they secure to everyone the equivalent of his industrial 
significance at the point of the industrial organism at which he 
is placed” (page 698). Is it “friction” that causes some persons 
to inherit ten millions and most nothing at all? Or is a person’s 
“industrial significance” to be measured by the quantity of 
property he has inherited as well as by his actions? Neither of 
these interpretations seems possible, and if the terms are used 
in their ordinary sense, the proposition appears palpably 
absurd when we try to form some estimate of the ratio between 
property which has been earned by its owners and property which 
has been inherited, and remember that the ratio must in all pro- 
bability become smaller and smaller as the world growsolder. But 
the error is the inevitable outcome of the current doctrine that 
“the problem of distribution is a problem of value” (instead of 
a problem involving quantity as well as value of labour and 
property). I fear that in regard to this important matter Mr. 
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Wicksteed will be classed by the future historian of economic 
theory along with the writers whom he most roundly condemns. 
EDWIN CANNAN 


The Sun’s Heat and Trade Activity. By Professor H. STANLEY 
JEvons. (London: King and Son. 1910. Pp. 35.) 


THIs is a reprint, with the addition of a preface and summary, 
of an article which appeared in the Contemporary Review for 
August, 1909. It is a most important piece of work. Time and 
research have brought to light new features of the problem of 
the trade cycle which were non-existent or unobserved when 
Professor W. S. Jevons wrote. His son now draws our attention 
to these two facts, that the intervals between successive periods 
of good trade approximate to some multiple of 34 years, and that, 
according to recent researches, the heat emitted by the sun, which 
varies as the sun-spots, changes in cycles of about eleven years, 
broken by less pronounced cycles of 3$ years. The actual connec- 
tion between these cycles and trade oscillations Professor Jevons 
puts as follows when summarising his argument :—‘‘ When the 
dependence of industry on the harvests is admitted, the question 
arises how it is that industry as a whole does not vary in a period 
of 34 years ; for it is well known that periods of exceptional trade 
activity, followed by a collapse and depression, recur all the world 
over after intervals lasting either seven or ten years. The most 
probable explanation is that industry, owing partly to its methods, 
and partly to the mental characteristics of its business men, is 
unable to fluctuate in a period less than seven years in length. 
It may be that its normal period of oscillation—that which would 
suit existing conditions best—is from eight to nine years in 
length. But the impulse from the harvests comes every 34 
years, so that trade fluctuations must fit in to the nearest 
multiples of 34 years. . . . Industry being unable, for economic 
reasons, to fluctuate in a period of 3} years, the trade cycle 
probably adjusts itself to the comparative plenty or dearth of 
successive periods. If exceeding plenty does not return until 
the third 34-year period, it is natural that the next boom, and 
consequent collapse, must be deferred until ten years after the 
last one.” 

Taking the wheat yield of the United States from 1870 to 
1902, Professor Jevons proves that it varies in an average period 
of 11°2 years, which is remarkably close to the average length of 
the sun-spot period, 7.e., 11125 years. This was the best result 
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obtained, but others relating to different kinds of natural products 
were educed in support of it. Finally, in this part of his re- 
searches, Professor Jevons constructed index numbers of the total 
agricultural produce of the United States. The index numbers 
revealed short period oscillations of 3°7 years. Now the long solar 
period, which includes three short periods, is 11°125 years, and 
one-third of this is 3°71. When the index numbers of American 
agricultural produce were correlated with the April to October 
pressure averages of the barometer at Cordoba, which reflect the 
solar period, a co-efficient of —°437, and a probable error of ‘101, 
were obtained. As the correlation co-efficient is as much as four 
times the probable error, we may take it that dependence is 
established. It might be, of course, that bad harvests in one 
part of the world are compensated by good harvests in other parts, 
but Professor Jevons brings forward evidence to show that there 
is synchronism between the good harvests of some distant places 
—he instances the English Eastern Counties and the United 
States—and that such compensation as there may be does not 
wipe out cyclical variations. It is shown that in the statistics 
of world natural products which exist, cyclical movements are 
generally noticeable if not pronounced. The same cause might, 
of course, produce a bad harvest in one climate and a good one 
in another; but whether and in what degree the fluctuations of 
natural products in different parts of the world are compensatory, 
it yet remains to investigate thoroughly. 

Professor Jevons’ second task was to discover what, if any, 
connections subsisted between harvests and the state of trade. He 
takes a number of indices of the state of trade, for instance, pig- 
iron production, railway receipts, returns of banks, and foreign 
trade, and traces some degree of correspondence between their 
rhythmical movements and those of agricultural produce, though 
no correlative co-efficients or average periods are worked out. 
Deductively, it is argued as follows :—‘In reality the loss of 
capital caused in any one year by natural calamities, and even 
by great wars, is small in comparison with the fluctuations of 
Nature’s bounty. The harvests of grain in 1892 were less than 
those in 1891 by approximately one thousand million bushels. If 
we reckon the average value of such produce at 2s. a bushel, that 
means that the world was poorer by £100,000,000 worth of 
goods in 1892 than it was in 1891. The grain crops of 1902 
exceeded those of 1901 by 2,500 million bushels, or £250,000,000 
worth. These figures would undoubtedly be considerably in- 
creased if we took into account cotton, wool, rice, beef, mutton, 
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rubber, dairy produce, tea, coffee, peas, beans, potatoes, fruit, 
and a multitude of other agricultural products.” 

In my opinion, after these fresh investigations, the connection 
between the solar periods and the state of trade can no longer be 
doubted, though the degree of this connection remains to be esti- 
mated, and it has not been proved that the purely psychological, 
or economic, explanation is not also partially true. Indeed, in 
the first passage quoted above, and in other places, Professor 
Jevons leaves an opening for its introduction. 

S. J. CHAPMAN 


Land and Labour: Lessons from Belgium. By B. SEEBOHM 
Rowntree. (London: Macmillan and Co., 1910. 8vo. 
Pp. xx. +633. Price 10s, 6d. net.) 


Mr. RowntRzE has followed up the deserved success of his 
previous study of poverty in York with the larger inquiry, con- 
ceived in the same comprehensive spirit and executed with the 
same intelligent pains as that applied before to a single town,which 
is presented in the present volume dealing with the economic 
condition of the inhabitants of Belgium. At different stages of 
the investigation we are reminded, often by direct comparison 
of the statistical results obtained, of the earlier book ; and, in spite 
of the criticism aroused by Mr. Rowntree’s former conclusions 
respecting the inadequacy of the incomes of certain sections of 
the population of the English cathedral city to meet an expendi- 
ture dictated by the bare necessities of physical efficiency, he 
pursues a similar course of reasoning in the chapters in the fifth 
part of his new work, where he handles the general standard of 
comfort of the Belgians and the cost of living. He sees, it is 
evident, no cause for employing a dissimilar test. 

As far as the town workers are concerned, it may be noted, 
that, while in England no budgets were obtained for a class whose 
earnings are as small as those of the lowest class for which such 
information of income and expenditure has been secured in Bel- 
gium, in the class above, where comparison is possible, the Belgian 
is better fed than the English family, because a larger percentage 
of the receipts is expended on food in the Continental country. 
In the lowest class of all, indeed, in Belgium, the choice by the 
people of nutritive food stuffs seems to establish their superiority 
in this respect, at least, over the class in York, whose earnings are 
comparable, not with this lowest class, but with the class above. 
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But it is not only in this particular feature of his inquiry, but 
also in the general characteristics of the methods of collecting 
and digesting the material obtained, that Mr. Rowntree has 
adhered to the high tradition set by his previous monograph. He 
has used with discriminating care all the official information which 
he could procure; but he has added to this, as occasion has re- 
quired, independent investigation instituted by himself) and con- 
ducted largely through his own responsible agents and assistants, 
into special points of interest, where authoritative statistics were 
defective or non-existent. Such, for instance, were the inquiries 
made into the number of landowners and the size of their holdings, 
into the extent of the mortgage-debts of the peasant proprietors, 
into the wages paid in the principal industries, into the selling- 
price and rent of land throughout the country, into the incidence 
of local rates, and into the conditions of housing, both urban and 
rural ; and all these diligent and elaborate scrutinies were under- 
taken in addition to that collection and examination of some 
seventy family budgets to which we have already alluded. The 
result of the four years of study, thus occupied, is an elaborate 
account full of interesting detail, and suggestive of certain general 
conclusions, which no English economist can henceforth neglect, 
who desires to know the conditions of Belgium or to compare that 
country with his own. 

For, as Mr. Rowntree states in his Preface, his hope has been, 
and is, to contribute to the solution of the problem of poverty in 
Great Britain by throwing some light on its relation to the system 
of land tenure. For that reason he is more concerned with the 
agricultural than with the industrial life of the Belgian people. 
Part I. of his book is devoted to the consideration of “some funda- 
mental factors in the social and economic condition ” of the coun- 
try ;and here the history of land tenure, the number of landowners 
classified according to the size of their holdings, and the laws of 
succession and inheritance, and the methods of land transfer, 
occupy three chapters of the five contained in the section; 
while in the remaining two a description is supplied of the geo- 
graphical and physical characteristics of the country, and of its 
history and constitution. After some forty pages occupied in 
the succeeding part with “industrial” life, we return in Part 
III. to “agricultural” life ; and of this a very complete examina- 
tion is attempted. In Part IV. “some factors influencing agri- 
cultural and industrial prosperity,” such as (i.) education, which 


in the author’s opinion suffers severely from being made a party 
question, and, in the case of primary education at least, has not 
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passed beyond a low standard, or as (ii.) the means of transport, 
on the cheapness and abundance of which Mr. Rowntree has little 
but appreciative admiration to bestow, or as (ili.) the system of 
taxation, which does not meet with such unqualified approval at 
his hands, are considered. Part V. is concerned with a survey 
of the “standard of life,” beginning with the family budgets we 
have mentioned and passing on to such topics as co-operation, 
the drink problem, betting and gambling, housing, thrift, pau- 
perism, unemployment, and vital statistics; in Part VI. certain 
general “conclusions” are set forth; and numerous Appendices 
contain an abundance of Tables dealing with various topics treated 
in the main body of the text. 

From this summary it will be seen what industry has 
been judiciously bestowed upon the preparation of this valuable 
and bulky work; and it will also be noticed that the space 
assigned to agriculture is predominantly large. It would be im- 
possible within the limits of this review to do much more than 
instigate our readers to consult Mr. Rowntree’s pages for them- 
selves, where they will find a veritable storehouse of accurate and 
instructive information ; and we may add that the concise repeti- 
tion of the chief results obtained, which is conveniently given at 
the end of each chapter, facilitates the grasp, and aids the recollec- 
tion, of the main conclusions reached. We do not think, however, 
that we should misrepresent the general purport of Mr. Rowntree’s 
own belief if we said briefly that, while he holds that Belgium has 
something to learn of England in the improvement of industrial 
life, Belgian agricultural conditions afford some instructive 
lessons which may be studied with advantage by Englishmen. In 
some respects the example set might, he thinks, be profitably 
imitated. 

Industrial life in Belgium is, as he puts it, “at a low potential.” 
Wages are “very low”’—being in the building and engineering 
trades about one-half of those paid in England ; and this lowness 
is due, apparently, to the small productivity of the workmen, and 
to the inconsiderable proportion of their number engaged on the 

_manufacture of goods of the highest quality ; but it is still more 
largely due to the weakness of trade unions. In this last respect, 
here as elsewhere (as, for instance, in the matter of Co-operation), 
the bitterness of the Belgian political parties results in ineffectual 
action. Catholics, Liberals, and Socialists, must, it would seem, 
have their separate societies and organisations, and they will not 
combine for common action. The consumption of alcohol, more- 
over, is large, while poor relief is badly organised. But, on the 
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other hand, the burden of taxation is not heavy, if it is mal- 
adjusted; and there is probably less unemployment in Belgium 
than there is in Britain. House-rent is not high, partly because the 
cost of building is low, and partly also because the excellent and 
abundant means of cheap transport render it possible for the popu- 
lation to be “more diffused.” Workmen engaged in the towns can 
thus practically live in the country; and there is a good system 
by which capital for providing housing accommodation for the 
poor is easily forthcoming in sufficient quantity. 

The system of transport, in which light railways fill a promi- 
nent réle, while the canals are not neglected, contributes also 
to the undoubted success of Belgian agriculturists ; and the State, 
which owns most of the railways, plays no less beneficent a part 
in afforestation, which affords opportune employment in the 
winter when other work becomes slack, and also in the active 
help it gives towards extending the knowledge of agricultural 
improvements. The light-railway system receives Mr. Rowntree’s 
especial commendation. For, in spite of a soil naturally poor, 
which needs constant manuring, the yield obtained per acre from 
the cultivated area is higher in Belgium than it is in any other 
country of Europe. To an aptitude for agriculture is joined the 
necessity for intensive cultivation imposed by the subdivision of 
the soil. That subdivision is promoted by the French law of 
succession and by the density of population ; and, in consequence, 
the price and rent of agricultural land in Belgium are about twice 
as high as they are in England. One in every ten of the popula- 
tion owns a plot of land, while the average size of a farm is 144 
acres, compared with the average of 63 acres in Great Britain ; and 
63 per cent. of the agricultural population consists of farmers and 
members of their families working with them, and only 35 per 
cent. of labourers, while in Great Britain the figures are reversed. 
Yet the small holder, Mr. Rowntree admits, “lives roughly,” and 
“except in winter, works unreasonably long hours for low pay,” 
while the peasant proprietors’ mode of life is very similar to that 
of the tenant. “Both have to live sparely and work extremely 
hard to make a living.” 

And hence, while our author thinks that Belgian experience 
shows that we could establish a great number of small holders 
upon the soil of England, who would succeed, if, as in Belgium, 
adequate means of cheap and rapid transit were provided, co- 
operative methods of purchase and sale were encouraged, and 
agricultural education systematically diffused, he nevertheless 
does not believe that allis for the best in Belgium. He considers 
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that she has failed hitherto to devise a proper means of intercept- 
ing, for the benefit of the community, the increase which has 
taken place most markedly in land values in that country. The 
controversial question of the taxation of “unearned increments ” 
derived from landed ownership seems to us, we must confess, to 
be dragged into the quiet course of this disinterested narrative, 
rather after the fashion of King Charles’s head in Dickens’s well- 
known story; and neither in the case of urban nor of rural land 
is it by any means certain that all the beneficent consequences 
which Mr. Rowntree manifestly expects to flow from this single 
expedient will be realised in fact. But such is the final moral he 
would enforce. There are also some other occasions where he 
allows his political predilections to obtrude themselves with 
unnecessary prominence; but those of his readers who do not 
agree with the particular solution of such debated questions 
which he favours, will nevertheless be grateful for the scrupulous 
care and the unwearying pains he has freely lavished on the 
conception and the execution of this magnum opus. He has, in 
truth, conquered in this venture a new area for statistical re- 
search ; and for the strategy and tactics alike which he has em- 
ployed in his scientific work we entertain a sincere, respectful 


admiration. 
L. L. Price 


Four CoBDEN CLUB PAMPHLETS. 


Political Economy and Fiscal Policy. By Professor BRENTANO. 

The Fiscal Policy of International Trade: Summary of Marshall’s 
Memorandum. By J. M. Ropertson, M.P. 

The Empire Aspect of Preference. By Senator PuLsrorp, of 
Australia. 

The Revolt of the Protectionists in Germany against their own 
Tariff. By ANONYMOUS. 

(London : Cassell. 1908-9.) 


PROFESSOR BRENTANO draws a parallel between the present 
position of the German Empire and the state of our own finances 
on the eve of the reforms of Peel and Gladstone. Whilst 
England under Free Trade pays off debt, Germany under Protec- 
tion contracts it. In Germany now, as in England before 1840, 
the community is taxed very heavily for the benefit of organised 
minorities, whilst the State itself goes empty away. As a broad 
view of the position of the two countries and their fiscal histories, 








406 THE ECONOMIC JOURNAL [SEPT., 


Professor Brentano’s picture may stand. When we go into 
details the result is less satisfactory. There is something revolt- 
ing in the spectacle when a writer whose academic eminence is 
admitted adopts the controversial methods of workaday jour- 
nalism. Professor Brentano is constantly careless of the niceties 
of economic reasoning, he frequently neglects the canons of 
ordinary logic, and occasionally displays an ungenerous temper. 
As regards economic niceties, we find him instancing the rapid 
growth of taxable income in England after 1853 without inquiring 
how far this was due to the depreciation of gold—needless to 
remark also without mentioning the high wheat prices which 
prevailed at the same period. We find him, again, stating as 
“an uncontested fact” “that the inland price of corn exceeds that 
of the corn price in the world market by exactly the amount of 
the import duty,” and implying that this is irrefragable evidence 
of the burden thrown by Protection on German consumers both of 
wheat and of rye. Again, much of his general reasoning is open 
to criticism. ‘But was the new Protectionist policy at least the 
cause of an extraordinary economic progress of the German 
people? If so, such an effect of Protection would have mani- 
fested itself immediately upon the return to that system.” A 
gross non sequitur! Nor does it stand alone. His defects of 
temper are shown in passages where he suggests that the Pro- 
tectionist movement in England is due partly to the desire of 
the upper classes to provide for their sons in the Empire, the 
Army and the Navy, at the expense of the working classes (how 
this would be done is not explained), and partly to the evil 
designs of London business men who condemn Free Trade “for 
the very reason that it renders such abuses impossible as have 
been the cause of the attacks on Protection in Germany and in 
America.” 

The summary of Dr. Marshall’s “Memorandt.n on Inter- 
national Trade” calls for little remark, since most economists are 
familiar with the original. It is worth while noticing, however, 
that it illustrates admirably the importance of scientists giving 
their best even when they write hastily or for popular consump- 
tion. Brentano’s paper will hardly touch the mind of any reader, 
unless perhaps to make him suspicious of the cause which it 
advocates. Men who forgive the bias of a journalist or a politician 
are offended by the bias of a professed servant of truth. I¢ is 
precisely here that Dr. Marshall’s superiority is manifested. 
Readers may not be convinced by every opinion which he ex- 
presses, but they will not suspect him of prejudice, and will, there- 
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fore, listen more attentively to what he has to say. From this 
point of view we regret that the editor has introduced notes 
intended apparently to dot the Free Trade “I’s” of the 
Memorandum whilst erasing the crosses of its Protectionist “'T’s.” 

Senator Pulsford, of Australia, has said something new about 
the fiscal problem. Casting about for evidence as to the probable 
outcome of tariff negotiation between the United Kingdom and 
the Colonies, he hit upon the idea of studying the history of inter- 
Colonial tariff agreements. Free Traders have constantly asserted 
on a priori grounds that great difficulties would be encountered if 
ever the Preferentialists got to business, but so far as we are aware 
no one hitherto has illustrated those difficulties in this way. I 
shall not attempt to summarise the argument. The senator most 
certainly should be read by men of all parties. It may be as well 
to warn the reader nut to be put off by the opening sentence : 
“Will the Preference sprat catch the British whale?” It is 
almost the only cliché in a vigorously written paper. 

“The Revolt of the Protectionists in Germany ” is anonymous. 
The writer gives a straightforward and well documented account 
of the present position of the iron and steel industry in that 
country, and of the causes which led fifty-six firms to petition 
the Reichstag in 1909 for relief from Protection. The position 
in few words is that firms which do not themselves manufacture 
steel and the cruder steel products are at the mercy of the syndi- 
cates. Their foreign market is confined or cut away, whilst 
mixed works compete fiercely with them at home. The chief 
criticism which occurs is the old doubt whether we are justified 
in attributing to Protection all ‘the evils of trusts. As Dr. Lévy 
has well shown, there are other reasons beside the absence of 
Protection for the comparatively innocuous character of the com- 
bination movement in England. But combination is growing over 
here, and is likely to grow. And if English industry generally 
were to change from organisation by independent firms to organisa- 
tion by cartells, we should find a number of firms left out in the 
process, and complaining that they could do no trade in a Free 
Trade country. H. O. MEREDITH 


L’Impét sur le revenu. Par Just Haristoy. (Paris: Alcan, 
1910. Pp. 881.) 


DISSATISFACTION with the direct taxation of France has ex- 
pressed itself for many years in attempts to introduce a general 
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income tax in place of the four taxes on land, trades, securities, 
doors and windows. These direct contributions do not strike - 
all kinds of income equally ; some professional incomes are exempt 
from the patente, mortgages and State funds escape, and there 
are many other gaps. Their yield is not so elastic as that of the 
English income tax, and they do not directly ascertain income 
but measure taxable capacity from such external signs as the 
number of doors and windows, the kind of business, the number 
of employees, and the population of the commune. Hence there 
is a lack of uniformity, while the differences of treatment do not 
correspond with any intelligible principles of progression or dis- 
crimination. Hitherto the proposal to adopt an income tax has 
not been successful, but last year the Bill of M. Caillaux passed 
through the Chamber of Deputies by a large majority and brought 
the matter to ahead. An influential ‘“ League against the Income 
Tax and Fiscal Inquisition” was organised in Paris, and at its 
request M. Haristoy undertook to publish a volume against the 
projected taxation. It was almost inevitable that in such a work 
the arguments on both sides would not always be examined with 
judicial impartiality, yet there is an honesty of purpose and a 
recognition of the need for reform which go far towards placing 
it above the ordinary level of such polemical literature. There 
can be only one opinion as to the diligence and ability of M. 
Haristoy, though many will question the value of his conclusions. 

The keynotes of the work are sounded at the outset. The 
income tax project is out of harmony with the spirit of the Revolu- 
tion which suppressed the vexatious impéts personnels and 
substituted impéts réels. To abandon the existing system of taxa- 
tion according to external signs in exchange for one requiring 
personal declarations of income and official inquisition, would be 
to meddle with a sacred heritage, and to recall the strife, oppres- 
sion and arbitrariness of the Ancien Régime. If there are gaps 
in the present system, they could be remedied without over- 
turning the splendid work of the Constituent Assembly. 

The author is a determined opponent of “personal” taxation 
if that ambiguous term involves direct inquiry into incomes, 
though in defending the French system against the charge of 
ignoring the circumstances of the taxpayer he insists that “real ” 
taxation is not inconsistent with exemption of small properties 
and poor people, or even with deductions for family charges and 
differential treatment of incomes. After an interesting study, in 
Part II., of the merits and defects of the four direct contributions 
which it is proposed to suppress, the conclusion is reached that, 
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despite imperfections and inequalities, the present system is on 
the whole an excellent one, possessing the great merits of involv- 
ing the minimum of friction between the Treasury and the citizen, 
avoiding inquisition, and being very productive. 

Part I. is devoted to showing that income taxes give rise to 
serious abuses even in countries which have had a long appren- 
ticeship to them. Budgetary necessities created and maintained 
the tax in England despite its unpopularity. The Prussian legis- 
lation was only accepted because it replaced more barbarous 
methods. In neither country is the rate so high as is proposed 
for France, and there are constitutional checks upon abuse of 
the system—M. Haristoy mentions the House of Lords—which 
would be absent in that country. Usage counts for much, and 
the Germans are accustomed to submit to administrative authority. 
Yet even in Prussia and England, not to speak of Italy, frauds 
are common, while the distribution of the burden gives rise to 
grave inequalities. The value and power of a tax, as well as 
the possibility of its application, depend upon the character and 
temperament of the citizens and upon the fiscal and political 
condition of the particular country, and the circumstances of 
France are in every respect unfavourable to an attempt to 
acclimatise such a tax. 

Part III., which occupies over two-thirds of the volume, 
analyses the different schedules of the proposed tax and super- 
tax (impét complémentaire). Many objections are raised to 
details, but the burden of the author’s complaint in every section 
is that the machinery involves formidable inquisition, menaces 
property, and must greatly disturb industry and commerce. The 
real purpose of the measure, in his view, is to ascertain income 
for Socialistic ends, and if adopted it must lead to higher progres- 
sion and a class war. 

Since the publication of this volume and the recent General 
Election, the new Finance Minister has declared his intention 
of bringing forward a scheme similar to that of M. Caillaux, with 
precautions against the “inquisitorial and vexatious” methods 
to which so much objection has been taken ; but though the project 
may be improved it certainly cannot be made to satisfy M. 
Haristoy without abandoning every distinctive feature of an 
income tax. His main argument is directed against “personal ” 
taxation, and no income tax could be so free from inquisitorial 
methods as to meet his demands. The principle of taxation 
according to external signs, the elimination of all declaration by 
the tax-payer, are to him the essential features of a good system ; 
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and if these are granted he is apparently willing to consider 
favourably the suggestion to render taxation more equitable by 
adding new indices of contributive capacity. Thus a proposed 
alternative to the impét complémentaire which would estimate 
ability to contribute by such signs as wages paid to servants, ex- 
penditure on horses, carriages and motors, receives his approval. 
“This system, which is in harmony with those of the Constituent 
Assembly, might be considered as leading automatically, without 
any inquisition, to reasonable and productive taxation.” But it is 
difficult to understand M. Haristoy when he deals with the equit- 
able distribution of taxation. He condemns the idea of progression, 
not merely because it involves risk of spoliation and arbitrariness, 
but as arising from the capital error of making taxation “per- 
sonal” instead of “real.” In another place he asserts that a 
super-tax to counterbalance the burden of indirect taxation on 
the poorer classes is quite unnecessary, because the poor do not 
bear more than their share. Yet he views with favour a proposal 
for higher taxation of the rich provided it is “real.” The one 
thing he cannot contemplate is a direct inquiry into incomes. 
SranLEY H. TURNER 


The Social Contract: More Particularly in Relation to Taxation. 
By C. Y. C. Dawparn. (London: Longmans, 1910. Pp. 
152.) 


Last year Mr. Dawbarn published a larger volume, Liberty 
and Progress, when the principles of taxation “seemed to be so 
well and generally accepted” that he mentioned them only in a 
few stray notes. Subsequent events have convinced him “that 
old principles should be restated and old teaching reinforced,” 
and for this purpose he tells us that he uses as his tools “the con- 
clusions of political economy.” ‘This leads up, by way of the 
social contract and “a pitiless working out of the principles of 
individualism,” to the very old teaching that taxation should be 
levied on the basis of payment for services received. Mr. Dawbarn 
does not appear to realise that the conclusions of political economy 
may here be in conflict with his own, and he shows no acquaint- 
ance with the criticisms which have been brought against this 
doctrine. However, it is interesting to find that he does not 
range himself with the majority of the upholders of the theory by 
deducing proportional taxation from it. Since life and security 
are of supreme importance to all, “a contribution in the nature of 
a poll tax may well be demanded”; but before the end of the 
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volume this is translated into a 5 per cent. duty on imports, 
including food and raw materials without any exception whatso- 
ever. The incidental benefits of this project would be that the 
Free Trader and Tariff Reformer would meet half-way, and that it 
“might settle our Irish difficulty,” since the preference of 5 per 
cent. would “compensate them for not having Home Rule.” 
But this alluring poll tax only pays for certain services, and no 
considerable amount of contribution can practically or theoreti- 
cally be expected from it. Services rendered include more than 
personal safety. “Surely those who take the most [of the national 
dividend] most profit by the co-operation of their fellows, and 
probably benefit at a progressive rate”; and so we are led to 
progressive taxation as the logical outcome of the principle of 
“services received.” The author here almost succeeds in effect- 
ing a reconciliation between the faculty and benefit theories, as 
well as between Free Trade and Protection, Unionism and Home 
Rule. In the application of his doctrine there are many details 
almost as interesting as his poll tax, but on the whole the book 
contributes nothing of importance to theory or practice. 
STanLEY H. TURNER 


The Trading Enterprises of Manchester. By Dovucias Knoop. 
(In Die Gemeindebetriebe in Frankreich und England. 
Leipzig: Duncker and Humblot, 1910. Pp. 78.) 


Mr. Knoop’s clear and concise article is one of a long series, 
dealing mainly with German towns, published by the Verein 
fiir Socialpolitik, and deserves not only to be widely read but to 
serve as a model for similar accounts of the activities of other 
British towns. Without disparaging the books of sturdy advo- 
cates and severe critics of municipal trading, we certainly need 
more careful analysis, impartial description, and elucidation of 
the many important problems of price, profits, debt-management, 
wage policy, and the like, which arise in the operation of these 
enterprises. Mr. Knoop does not trouble himself about the desira- 
bility of municipal trading, nor does he even criticise the details 
of policy; he is content to explain the origin, growth, present 
position, price system, and financial results of each of the enter- 
prises, and it is only when this has been done for a large number 
of cities that we shall be able to realise the wide differences of 
practice from place to place. As this is apparently the only 
article in the series which treats of the United Kingdom, it 
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would havé been useful to foreign readers if the author had 
explained that great variations exist among our towns; that while 
Manchester charges a higher price for gas outside the city 
boundary than within it, Glasgow is forbidden to do so; that 
while Manchester applies large sums from the profits of the gas- 
works in relief of rates, Glasgow must devote the profits exclu- 
sively to the undertaking itself. Many other differences of equal 
moment could be drawn between these two cities alone. But 
Mr. Knoop’s article amply fulfils the promise of his English title 
even though it is scarcely adequate to the German one. It is 
an excellent and orderly statement of the facts from which the 
reader is free to draw his own conclusions. 

After dealing with the enterprises seriatim, sections are 
devoted to general remarks upon financial results, selling policy, 
the contrast between municipal and private trading, and the 
attitude of the civic authorities to the question of trading. In 
only one case—tramways—is the transference from private to 
municipal management sufficiently recent to permit of any con- 
trast, and it is shown that more rapid and cheaper facilities have 
been provided, that the position of employees has been greatly 
improved, that the contributions in aid of rates have been much 
higher than when the tracks were leased to a private company, 
while a substantial depreciation fund has been accumulated in 
addition to the sinking fund. To what extent the facilities might 
have been improved and cheapened, or the rent paid by the com- 
pany raised, if the policy of municipalisation had not been adopted 
it is, of course, impossible to say ; but Mr. Knoop, perhaps unin- 
tentionally, conveys the impression that all the improvement is 
attributable to the change from private to municipal operation. 

The selling policy of the enterprises is admirably described, 
and we wish that considerations of space had not prevented its 
expansion. It would have been interesting to learn, for instance, 
the reasons for differential charges within and without the 
boundaries. The problem of halfpenny fares, which has recently 
been much discussed in a number of cities, is carefully considered. 
They exist on a few routes in Manchester, but “statistical 
inquiries show that 35 per cent. of the penny passengers travel 
only a mile or less, and it is estimated that the adoption of one 
mile halfpenny stages would have the effect of transferring 50 
per cent. of the penny passengers to the halfpenny class, and 
would result in a reduction in revenue of £107,020 per annum. 
To make up for this loss of revenue, fifty-one millions of additional 
halfpenny passengers would have to be carried per annum, which 




















1910] VEILLER: HOUSING REFORM 413 


alone would necessitate a large increase in the number of cars, 
and consequently increased working expenses and fixed charges, 
for the same revenue.” The Tramways Committee consider that 
even half-mile halfpenny stages on the main routes would cause 
loss of revenue. ‘The experience of other towns lends consider- 
able support to this view, but where the tramways are yielding 
a high profit the question may be raised whether it is better to 
apply a given sum to relief of rates or to reduction of fares and 
improved facilities. It is not very easy to give a positive answer, 
yet circumstances are conceivable where even halfpenny stages 
which absorbed some of the profit would be more socially beneficial 
than a slight relief of rates. The consumers’ surplus would be 
very large if these statistics are trustworthy. 
STanLEY H. TURNER 


Housing Reform: A Handbook for Practical Use in American 
Cities. By LAWRENCE VEILLER. (Russell Sage Foundation : 
New York Charities Publication Committee, 1910.) Price 
$1.25. 

Mr. VEILLER, who was Secretary of the Tenement House Com- 
mittee of the New York Charity Organization Society, Secretary 
of the Tenement House Committee of 1900, and first Deputy- 
Commissioner of the New York Tenement House Department 
created to carry out the recommendations of that Committee, 
speaks with peculiar authority upon the housing question in 
American cities, and his book is a welcome addition to the publi- 
cations of the Russell Sage Foundation. 

To English readers it is particularly interesting, both because 
of the likeness and the unlikeness of the American problem to 
that with which reformers are struggling in English towns. Here, 
as in American cities,we have not only to clear away and improve 
the bad conditions which are the legacy of past ignorance and 
neglect, but the far more important, if less obvious, task of pre- 
venting such conditions from coming into existence again. We 
have to work out the problem of urban housing; the type of 
building best suited to different kinds of towns and different 
grades of occupiers ; the bye-laws and building regulations which 
will effectively prevent bad conditions and yet not hamper build- 
ing enterprise ; the methods of management by which those who 
are not socially educated enough to treat their dwellings properly 
may become worthy tenants of decent houses. On all these 
problems, and the many issues with which the housing reformer 
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is familiar, Mr. Veiller’s work throws much light; he is sugges- 
tive, thoughtful, and always interesting. 

Fortunately, perhaps, for us, we have no conditions quite 
like those of New York, which are, indeed, abnormal, “In no 
other city is the mass of the working population housed as it is 
in New York; in tall tenement houses, extending up into the 
air fifty or sixty feet, and stretching for miles in every direction 
as far as the eye can reach. In no other city are there the same 
appalling conditions with regard to lack of light and air in the 
homes of the poor. In no other city is there so great congestion 
and overcrowding. In no other city do the poor so suffer from 
excessive rents.” In England, we may add, the type of working 
population is entirely different. New York has to house a mass 
of varied nationalities in many stages of civilisation. In parts of 
London, and in some of our great ports, we have the same con- 
ditions, but not on so large a scale. Moreover, the difficulty 
which pervades all American social work, that of purifying 
municipal politics, of passing and administering legislation under 
the auspices of a corrupt party machine, is not one which we 
have to face. Allowing for these variations, however, many of 
Mr. Veiller’s sensible recommendations and suggestions for 
securing improved laws and their proper administration, will 
commend themselves to English workers. Some of them are 
already, and have long been, embodied in our housing law, others 
are yet only in the air. In some ways the American standard 
is in advance of ours; for instance, Mr. Veiller says of New York 
workmen’s dwellings, that “in 86 per cent. of all the new houses 
erected private baths for each family have been provided without 
compulsion by the builders, of their own volition.” Improved 
legislation and better administration alone will not solve the 
housing problem. We have still to educate the tenants and the 
landlords, and it is interesting to note that Miss Octavia Hill’s 
work has spread to America, where “excellent results have been 
obtained in Philadelphia by the work of the Octavia Hill Associa- 
tion.” Mr. Veiller ends his excellent little book, with “a chapter 
of Dont’s,’ most of which should be laid to heart by housing 
reformers. “Don’t attempt to legislate first and then investigate 
afterwards.” “Don’t complain of the enforcing authorities until 
you are familiar with their methods of administration.” ‘ Don’t 
cease your efforts after you have passed a good law.” = + 

No doubt Mr. Veiller will correct an irritating confusion of 
sheets made by his binders when he produces a second impression 
of his book. L. FISHER 
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Unternehmertum oder Gemeindebetriebe? By Emin Scuirr. 
(Leipzig : Duncker und Humblot. 1910. Pp. iv. +80.) 


THE title of this book is somewhat deceptive, as it contains 
no complete discussion of the case for and against municipal 
trading ; it is really a reply to Lord Avebury’s book On Municipal 
and National Trading, which has recently been translated into 
German. Mr. Schiff is chiefly occupied with combating Lord 
Avebury’s vigorous attacks on the municipalisation and the 
nationalisation of trading undertakings. He adopts a more or 
less intermediate position between that of the extreme Indi- 
vidualists and that of the extreme Socialists, but it is difficult to 
say exactly what his attitude is, as he never deals with the 
general principles concerning the proper limits of State manage- 
ment of industries. He contents himself with approving of what 
is being done in Germany at the present time, and mentions in 
particular municipal water, gas, electricity and tramways, and 
State railways, telegraphs and telephones. On the other hand, 
he holds that the manufacturing industries are best left to private 
management. 

Mr. Schiff finds fault with some of Lord Avebury’s statistics, 
but, unfortunately, his own are by no means beyond reproach. 
For example, Mr. Schiff points out quite rightly, that Lord 
Avebury is not justified in asserting that private management 
is preferable to municipal management merely because the price 
of gas charged by certain companies is less than the price of 
gas charged by certain municipalities, as no proper allowance 
is made for the differences in the price of coal and no allowance 
at all for differences in the cost of the land on which the works 
are erected, for differences in the size of the supply areas, for 
differences in the meter rents charged, and most important of 
all, though Mr. Schiff does not mention this point, for differences 
in the prices which can be obtained for the by-products, which 
depend almost entirely upon local conditions. Having denounced 
Lord Avebury’s English figures, Mr. Schiff proceeds to quote 
some German figures of exactly the same character, and to which 
all the same objections can be made, with a view to showing 
that certain municipal gas works are more efficient than certain 
private gas works! With the same object in view, he compares 
the prices charged in different towns for electric current for light- 
ing and power purposes, without making any allowance for the 
great differences in local conditions (e.g., cost of coal, size of 
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supply area, character of the demand for current), or for the 
various methods of charging for electric current. 

Perhaps the most remarkable statistics in the book are those 
relating to the safety of railway travelling in Great Britain, 
Prussia and the United States. In what concerns this country, 
we are informed that 73 persons lost their lives in the Tay Bridge 
disaster, and that in 1889 80 persons were killed in one railway 
accident alone. In Prussia in 1903 of every ten million railway 
passengers only four were killed on the average. In the United 
States, during the administrative year 1906—7( 11,839 people were 
killed and 111,016 injured in railway accidents. It need hardly 
be said that, as these figures are absolutely incomparable, no one 
can gather anything from them about the comparative safety of 
railway travelling in Great Britain, Prussia and the United 
States. 

Although some of Mr. Schiif’s arguments are not very sound, 
most English readers, who hold moderate views about municipal 
trading, will consider that he has succeeded in answering Lord 
Avebury’s arguments, although they may not be prepared to 
accept Mr. Schiff’s views about the desirability of nationalising 
British and American railways, as he has hardly made sufficient 


allowance for the special conditions of those countries. 
DoucLas Knoop 


Enterprise and the Productive Process. By FREDERICK B. 
Hawwey. (New York and London: G. P. Putnam’s Sons. 
1907. Pp. xiv.+467. Price, $1.75.) 

In this book Mr. Hawley presents his views with regard to 
some of the fundamental terms and ideas of economics. In the 
first place, he wishes to narrow considerably the generally accepted 
scope of economics. Instead of such a definition as Dr. Mar- 
shall’s that economics is the study of mankind in the ordinary 
business of life ; that it examines that part of individual and social 
action which is most closely connected with the attainment and 
with the use of the material requisites of well-being, he desires 
to substitute the definition that economics is the science of indus- 
trial income. He wishes to exclude the consideration of individual 
and social activities, as distinguished from economic activities, 
and therefore to omit, amongst other things, the whole of that 
branch of economics known as consumption, and to regard 
economics as the science concerned with the creation of exchange 


value. 
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Mr. Hawley’s method of studying economics is almost purely 
deductive. Like members of the old school, he abstracts the 
economic motive from all other motives, and assumes that the 
expectation of a net gain is the determinant of every human 
action. Some of his views are very similar to those which were 
formerly held, but which have now generally been discarded as 
inaccurate and out of touch with the real facts of life. For 
example, he believes in a somewhat modified wages-fund theory ; 
further, he conceives of all labour as constituting a single class, 
and of changes in the supply of labour as being dependent entirely 
upon changes in the population. 

The best part of the book is that dealing with profits. The 
author emphasises the importance of the function of the entre- 
preneur or enterpriser, who assumes the responsibility and the 
risks necessarily associated with every business undertaking. 
The nature and essential character of this function is pointed out, 
and it is carefully differentiated from the functions of the other 
factors of production. In dealing with these, Mr. Hawley takes 
the point of view that enterprise is the predominant factor in 
production, and that land (or opportunity, as he prefers to call it 
in more general terms), labour and capital are merely subsidiary. 

The author’s object, he informs us, is to establish the under- 
lying premises of economics in an authoritative and definite 
manner, so as to gain public confidence and to make practical 
applications of economics possible. In this we feel sure he must 
fail, for, quite apart from whether his views are right or wrong, 
his book is far too abstract ever to appeal to the general public. 

DovucLas KNoop 


Die Bilanzen der privaten Unternehmungen. By RicHaRp 
Passow. (Leipzig: B. G. Teubner, 1910. Pp. xii. +355.) 
Price 8.40 marks. 


Dr. Passow’s work lies very much on the border-line between 
business economics and accountancy. He is chiefly concerned 
with discussing two questions: firstly, to what extent balance 
sheets can give a true and complete picture of the financial posi- 
tion of an undertaking, and secondly, to what extent they actually 
do so. A good deal of space is devoted to discussing technical 
and legal points connected with the drawing up of balance sheets, 
and these will hardly appeal to economists. On the other hand, 
all economists who are interested in industrial finance will appre- 
ciate the careful way in which Professor Passow weighs the 
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various considerations which must be borne in mind in judging 
balance sheets, and in attempting to make deductions from them. 
The subjects of goodwill and depreciation receive special atten- 
tion. ‘The inadequacy of many balance sheets, which appear to 
be drawn up with a view to giving as little information as possible, 
is strongly emphasised. The first part of the book is devoted 
to the discussion of balance sheets in general, whilst in the 
second part especial attention is given to the balance sheets of 
particular undertakings, such as limited liability companies, 
banks, insurance companies and railways. 
Dovuctas Knoop 


The Vagrancy Problem. By WittiamM Harsutrr Dawson. 
(London: P. S. King and Son.) 


THE chief feature of Mr. Dawson’s book, “The Vagrancy 
Problem,” is that it places before the general reader in lucid form 
a compact statement of the extent of the problem, what has been 
done in other countries, and what might be done in this country. 
Mr. Dawson shows very clearly that the existence of an army of 
vagrants, such as we possess in Great Britain, is a menace in 
itself to any attempt to deal with other and more deserving aspects 
of the wider problem of unemployment. While this large army 
of inefficients is able to wander about at will it offers an insidious 
temptation to the temporarily weak and unfit of the more 
permanent industrial army. 

Mr. Dawson places his finger upon one of the weak points of 
our present system when he treats of the general practice in 
casual ward administration, “every union follows its own devices 
in making the life of the tramp hard or easy . . . . in the absence 
of a uniform policy, few unions take the question of vagrant 
regulations seriously.” He realises, however, that the ad- 
ministrators of the poor laws are not wholly to blame for this 
state of things. It is the system that is at fault. He therefore 
pleads for an alteration of the system on the lines that have met 
with at least partial success on the Continent. 

To justify this departure he advances the plea ‘“‘that society is 
justified, in its own interests, in legislating the loafer out of 
existence, if legislation can be shown to be equal to the task.” 
With the exception of the two chapters dealing with ‘The 
Problem Stated” and “The Urban Loafer,” the remaining 
chapters are devoted to proving that legislation can at least 
minimise the chief evils. 
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Much of the information he adduces is the result of personal 
investigation into the conditions which prevail in continental 
establishments; while he takes full advantage of the mass of 
evidence accumulated by the Royal Commissions and the private 
inquirer upon the subject. Out of the various systems with 
which he deals in the book, Mr. Dawson favours the Belgian 
system in operation at Merxplas as the type of institution that 
could be set up in this country for the incorrigible idler, with 
beneficial results. The work done here is a combination of 
agriculture and manufacture, and the principle acted upon is 
detention for a lengthy period. After supplying the inmates with 
the necessaries of life, any surplus is disposed of to governmental 
establishments, so as to compete as little as possible with the 
independent worker. 

It has been proved so far that the ‘“work-shy” can work, and 
work fairly well, when he is compelled, and at work requiring 
some considerable skill and ingenuity. By placing this collection 
of facts before the public in a convenient and readable form, 
Mr. Dawson has advanced the problem one more step towards 
solution. ‘The academic stage has long since been reached. The 


“‘man-in-the-street ” now needs convincing. 
E. DInLon CLARKE 


Where Shall She Live? By Mary Hices and Epwarp E. 
HaywarD, M.A. (P. 8. King and Son. Pp. v+216.) 
THIS is a sympathetic account of the difficulty felt by the 
poorest women in finding decent'lodgings at the price they can 
afford to pay. The sub-title—‘“‘The Homelessness of the Woman 
Worker”—is perhaps misleading, for Mrs. Higgs in her part of 
the book includes a good deal of description which applies to 
women who cannot fairly be described as workers. The question 
is a difficult one, as the problem is confused by including the 
class which takes refuge in common lodging-houses and casual 
wards. So far as these are concerned, we entirely concur with 
the demand for better regulation of the lodging-houses and the 
closing of the casual ward to women, who should be dealt with 
on other lines by the Poor Law authorities. But what the worker 
requires is a higher wage, which will enable her to pay a commer- 
cial rent, and it may be questioned whether the provision of 
subsidised Homes will promote this end. The ideal would be 
that such Homes should become temporary asylums, whence the 


women should be drafted to the better paid work which would 
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enable them to make for themselves a real home. That an 
asylum is often greatly needed, especially for young girls, is 
shown by some of the typical cases quoted in Appendix IV., and 
the “ National Association for Women’s Lodging-Houses ” will do 
a good work in promoting the establishment of small Homes—they 
should surely always be small—throughout the country. 

H. BosanQuet 


The State and the Doctor. By SipNey and BEATRICE WEBB. 
(London: Longmans. 1910. Pp. 276.) 


Mr. AND Mrs. WEBB are engaged in a vigorous, and, as I 
believe, beneficent agitation for the reform of the Poor Law on the 
lines of the Minority Report. In agitation repetition is essential. 
The agitator has no time, and ought not to have any time, to put 
his programme into new language, or think out his principles in a 
new form. As long as a sufficiently large number of people read 
or hear his appeal, it is a positive advantage, with a view to 
common action, that it should reach them through the same 
instances and even the same phrases. At the crisis of an agita- 
tion, time and ingenuity should be devoted, as Cobden found, not 
to making new speeches or even new documents, but to discover- 
ing new ways of bringing existing material into the minds of 
those who are still indifferent. Accordingly Mr. and Mrs. Webb, 
just because they are in earnest about their movement, have, 
since the conclusion of their enormous labours in the preparation 
of the Minority Report itself, shown extraordinary skill in induc- 
ing more and more people to read either the whole or some 
particular part of it. They compelled the Government to issue 
two huge editions of the original Report at an unprecedentedly 
low price. ‘They have themselves issued two editions appealing 
to different audiences. The “National Committee for the Preven- 
tion of Destitution” has reprinted successive sections of the 
Report in pamphlet form. Now, for the benefit of the medical 
profession, all the sections dealing with medical treatment are 
brought out (with a certain amount of rearrangement and revision) 
as a cloth-bound book called “The State and the Doctor.” 

The only person who has any right to complain is the con- 
scientious reviewer who has read the Report and takes up the 
book in order to bring his knowledge of the subject up to date. 
If he has the two documents both open before him, he will find 
himself constantly thinking that he is entering on new matter, 
only to find some familiar fact or quotation which leads him to 
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discover the passage in the Report, perhaps a hundred pages 
earlier or later than its context in the book. 

But even if at the end of his work he finds that the new pages 
which he has read are not many, he may be thankful to have 
followed again a demonstration of the confusion and suffering 
which has resulted from the existence in the United Kingdom 
of a system of medical treatment of the destitute unconnected 
with, and therefore getting neither help nor instruction from, the 
general public health service. The authors in their short “his- 
torical introduction,” make the rather interesting suggestion that 
the completeness of this separation may have been originally 
due to Chadwick’s notoriously bad temper. Speaking of the 
Public Health Act of 1848, they say : “Chadwick had, in fact, 
by this time fallen out with his nominal superiors, the Poor Law 
Commissioners, and had transferred all his interest and enthusiasm 
to the sanitary side of the work. He was accordingly glad to 
break this off from the unpopular Poor Law Commissioners, and 
to become . . . the leading personage in a new Government 
Department, the General Board of Health” (p. 5). Unfortun- 
ately, in 1871, when the Local Government Board was established, 
official tradition was already too strong to permit of any effective 
amalgamation even of the central control of public hygiene. 

From the point of view of the student of sociology one of the 
most disastrous effects of this separation has been to withdraw 
the whole system of Poor Law medical relief from the checks 
and guidance provided by proper statistics. But even while the 
public provision of medical treatment remains in its existing 
condition of disunity the Local Government Board might insist 
on a general and uniform system of statistical returns. Whether 
the Education Committee of the London County Council send 
crowds of children to the outpatients’ departments of the hospitals, 
to be given boxes of ointment for defective vision or bottles of 
medicine for ringworm; or a rural Board of Guardians receives 
expectant mothers into the sick-wards of a general workhouse, 
the State ought at least to learn, and publish, the results. 

GRAHAM WALLAS 


Life and Labour in Germany. (London: The Labour Party. 
1910. Pp. 72.) 


INVESTIGATORS who have spent laborious years in_ the 
endeavour to understand some of the complex economic and 
sociological problems which the modern development of Germany 
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presents, must have been bewildered by the succession of reports 
upon German working-class conditions which the various com- 
missions and deputations of Free Traders and Protectionists have 
produced of late. An investigator of the older school can only 
envy the facility with which the conventional fiscal delegation is 
able, on the strength of a few days’ ramble, to resolve difficulties 
and complexities which in his own case have yielded only to 
long and patient inquiry, and to arrive at bedrock facts and 
ultimate conclusions which he, with his pedantic proneness to 
reserve and caution, has not been able to achieve at all. Well, 
there is perhaps not one of us who, in these hurrying modern 
days, runs no risk of becoming old-fashioned and out of date, 
and if the tariff trippers, pro and contra, have succeeded in laying 
down the lines of a new and improved lightning method of 
investigation, the slow-going truth-seekers of an older age must 
try to take their congé with a good grace. 

One is tempted to complain of the publication which has 
suggested these chastening reflections, that in breadth of generali- 
sation and general “cocksureness”’ it falls below the standard of 
the usual fiscal deputation literature on Germany. For if the 
new lightning method of investigation does not yield absolutely 
certain results, it fails to justify itself, and we might as well go 
back to the slow and discredited method of scientific inquiry. 
Seriously, it is only fair to say that the Labour Party delegation 
found on confronting social conditions in Germany that great 
cautiousness in judgment was necessary, and many of its con- 
clusions are accordingly marked by a reserve which some other 
deputations have regarded as superfluous. Nevertheless, even 
the most cursory reading of this report is sufficient to show 
that, however honest the intentions of the delegates, their outlook 
has been partial, and they have often mistaken impressions for 
facts. 

The report is divided into nine sections, in which the writers 
discuss general social conditions in Germany, the cost of food, 
housing and rents, tariffs, unemployment, wages, household 
expenditure, hours of labour, and finally the conditions as to 
wages, hours of labour, etc., prevailing in certain trades and 
occupations, viz., iron and steel founding, engineering, steel 
works, textile factories, printing and railway service. 

The conclusions arrived at are in all cases stated with modera- 
tion. As to the cost of food, the delegates found that “high 
prices stare one in the face . . . we were deluged with statistics 
showing that the increase had been about 25 per cent. during 
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the past ten years.” The bread eaten by the working classes is 
said to be of rye and inferior to British bread (a statement to 
give pause to those degenerate Englishmen who are only too 
pleased to eat German rye bread when they can get it), the price 
being 13d. and 2d. per lb. Coffee is bought mixed with chicory at 
the price of from 10d. to 1s. per lb. ; butter is said to be a rarity in 
the “poorer ” working-class-homes (as in England), and margarine 
and other substitutes are largely eaten; sugar costs from 2?d. to 
3d. per lb. ; the cheese generally eaten costs from 8d. to 10d. per 
lb. ; milk costs “about the same or perhaps slightly less than in 
England,” viz., 1$d. per pint; and potatoes and vegetables are 
“very reasonable in price.” As to meat, we are told, without 
any localisation of the figures, that beef costs from 74d. to 11d., 
veal about 10d., and pork from 10d. to 1s. per lb., but the 
writers omit to state that this meat is all home-grown. MHorse- 
meat, costing from 4d. to 5d. per lb., is said to be “eaten to some 
extent,” and fifteen horse-meat shops were found in one town 
visited ; “there is no concealment about the matter, although 
there is naturally some reticence to speak of it on the part of 
those who consume it.” 

The delegates were unfavourably impressed by the housing of 
the working classes in the towns visited. ‘The German work- 
man,” they say, “is housed in barracks, and, room for room, pays 
for his housing nearly double the amount paid in Great Britain, 
exclusive of London.” If only the very large towns are here 
referred to, the statement may be true; applied to German hous- 
ing conditions generally the statement is maccurate. 

A large quantity of data are given on the subject of the wages 
earned in various trades, and the delegates state that a “feature 
common to Germany is that the wages of the labourer are higher 
relatively to (those of) the mechanic than in this country,” though 
they found exceptions which “were somewhat confusing, and at 
first misleading.” They place the earnings of skilled mechanics 
in the large towns for a normal working day (which is longer 
in Germany than in this country, the usual range being from 
94 to 10 hours) at about 5s. 6d., but add that there are greater 
differences between the highest and lowest rates than in Great 
Britain. 

Although the Labour delegates refrain from too positive asser- 
tions, they are evidently of opinion that German working-class 
conditions in general are inferior to those prevailing in this 
country. They point out, however, various compensating facts, 
such as the excellent provision against sickness and invalidity 
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enjoyed by German workers (‘‘we found workmen at home, and 
certified as sick, who were in receipt of nearly as much as they 
would have been earning if at work”); the “social welfare” 
institutions connected with so many industrial enterprises, both 
public and private; the amenities of social life provided by 
municipal bodies, etc. They are less reserved in their criticism 
of Protection, which they contend has inflicted great injury upon 
the working classes, and they point to the known fact that many 
German manufacturers are quite ready for the abolition of the tariff. 
Finally, the report pays a deserved tribute to the spirit of method 
and organisation which runs through German life, and which 
accounts in a far greater degree than is generally supposed for the 
wonderful progress which Germany has made in various direc- 
tions during the past half century. 

The foregoing fairly indicates the ground covered by the 
Labour Party’s latest contribution to the literature of the fiscal 
question. Without knowledge of sources and methods of collec- 
tion, it would be an unprofitable task to weigh the value of much 
of the statistical information contained in the report. The most 
interesting and useful parts of the report are those which embody 
the delegates’ first-hand observations of such labour conditions 
as can be judged safely without relation to figures ; many of these, 
evidently written by men who thoroughly understand the trades 
of which they speak, are illuminating and suggestive, and the 
same may be said of not a few reflections upon German social and 
domestic life scattered throughout these 72 pages. Yet, in spite 
of all, the lightning method of investigation is not convincing 
and can never be exhaustive. Facts are not like mushrooms 
to be gathered at the surface, but like minerals, mined underneath. 

WILLIAM HarBuTT DAWSON 


A Congressional History of Railways in the United States. By 
Lewis Henry HAneEy, Ph.D. (Madison, Wisconsin. 
Vol. I., to 1850. Pp. 278. Vol. II., 1850-1887. Pp. 385.) 
Reprinted from The Bulletin of the University of Wisconsin 
—Economics and Political Science Series. 


THESE two volumes not only contain an important part of the 
railway history of the United States, but are at the same time 
a valuable contribution to the political and commercial history 
of the period covered. In the earlier years the position of railways 
as a factor in commerce was little understood, and it was not until 
the second period was well advanced that it was generally con- 
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ceded that railway operations fell within the scope of the inter- 
State “commerce ” of the Constitution. 

The railway history of the United States may be said to 
begin in 1827, when the first railways for general commercial 
purposes and for passengers were chartered. Three years later 
it was settled that the method of traction should be steam, and 
shortly after the controversy over wood and stone sleepers was 
decided in favour of the former. 

The early history of rates is very similar to that of this country. 
The charges for haulage were separated from the tolls for the 
use of the road. Maxima for rates were laid down, and at this 
time were of substantial significance. In one respect there was 
a difference. The idea appears to have prevailed in Congress 
“that rates were to be based solely on cost—upon weight, bulk, 
distance and grade.” 

The way for railways was not clear. Canals and roads, many 
of which had received substantial aid from the State, were in 
possession of many of the most profitable routes. The controversy 
over the relative merits of the three means of transport was long 
and bitter. Roads succumbed first, but it was not until close 
on 1850 that railways were finally recognised as superior to canals. 

In this early period the mail service had an important 
influence on railway development. In 1838 all railways in the 
United States were constituted “post” routes. Friction between 
the postal authorities and the railways led to maximum rates 
being fixed for the carriage of mails; whilst the improvement of 
the mail service was the most important factor which led to 
railways superseding canals and roads as “national improve- 
ments.” The aid was given in various ways. In some cases the 
Government undertook surveys. Remission of duties on railway 
iron was general. Many railways received land grants, which 
took the forms of gifts of right-of-way and of the proceeds of land 
sales. With the exception of land grants, all these forms of 
assistance came to an end by 1850. The history of the earlier 
land grants is closely associated with the big social and political 
questions of the day. The questions of Slavery and Homesteads, 
States Rights as opposed to Federal Government, the unsettled 
and struggling West as against the more developed East, one and 
all had their influence at various times on the policy pursued. 

The period of the great land grants did not come until the 
early sixties with the passage of the charters for through railways 
to the Pacific. The advantages of such railways for military 
and mail purposes were insisted on. The fear of a separate 
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Government being established West of the Rockies was a potent 
influence. The desire to participate in the Asiatic trade and the 
general flow of emigrants westwards were additional reasons for 
the establishment of Transcontinental railways. About 1871 the 
opposition to further land grants became so strong that we may 
look on this as the close of the period of State assistance. After 
the Civil War the conflict between settlers under the homestead 
laws and the railways became acute. The operations of the rail- 
way companies were in many cases fraudulent and overbearing. 
The growing hostility to corporate activity culminated in the 
Granger movement. At the same time the demand for land— 
largely for soldiers—increased. These, coupled with the realisa- 
tion that land grants were no longer economically desirable, 
brought about the change. 

Looking back over the period from 1835 to 1870, the policy 
pursued seems to have been one of encouragement of railway 
construction by assistance from either the individual States or 
Congress or both. The need for improvement in internal com- 
munication was strongly felt. The conflict between States Rights 
and Federal Authority precluded Congress from undertaking the 
actual construction of railways, and so encouragement was given 
to induce construction by private enterprise. The assistance 
was not always given wisely. Little care was taken to see that 
conditions attached to the assistance were observed. In fact, 
Congressional action was opportunist in the extreme. The pre- 
vailing spirit seems to have been to get railways built somehow, 
and leave the future to take care of itself. The principle of 
encouraging railway construction was right. For the failure to 
grasp what the position might become when railways were 
measured not by hundreds or even thousands of miles, but by 
tens of thousands, a heavy penalty has had to be paid. 

Turning back a little, an important development can be 
noticed in the early ‘fifties. A movement was on foot for a 
modification of the duties on railway iron. The railways 
organised to bring pressure to bear on Congress. This ultimately 
developed into a regularly organised railway lobby. Later, in 
1887, the Pacific Railway Commission reported that in their 
judgment “moneys of all the bond-aided roads have been used 
for the purpose of influencing legislation.” Whilst direct proof 
of bribery was absent, it was certain that very large sums had 
been expended. The railways made frequent use of money and 
passes to influence legislation. State and Federal Courts were 
also affected. ‘“‘Not only was there lobbying at the National 
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Capitol, but in the legislative seats of Kansas, Nebraska, Colorado, 
and elsewhere, full representations were maintained, and millions 
were expended for the services of lawyers to influence legislation.” 

So far as Congress was concerned, the history of railway 
development onwards to 1887 was mainly a matter of Pacific 
railways. First one part and then another part of the country 
was traversed, until by 1883 one might have journeyed from the 
Atlantic to the Pacific by four different routes. A very interesting 
comparative table dealing with these railways is given, showing 
the Government aid and the forms in which it was given, also 
the conditions attached thereto—limit of time for construction, 
number of directors and by whom appointed, capitalisation, rates, 
character of road, etc. 

Apart from this, the great interest of this period lies in the 
regulation of the railways by Congress, and the latter half of the 
second volume is devoted to this. The earlier regulation was 
not based primarily on the “Commerce Clause.” The outbreak 
of the Civil War brought with it problems of transportation. 
Military necessities made it expedient that the Government 
should have power to use the railways without interruption or 
obstruction. An Act was passed in 1862 authorising the President 
of the United States in certain cases to take possession and operate 
railway or telegraph lines. Fear was expressed that this Act 
granting the power to take possession might be made the nucleus 
of a comprehensive system of Government railways, and in the 
same Session a joint resolution was passed which placed limita- 
tions upon the power of the executive to prevent this from 
occurring. The chief effect of ‘the War on railways was to cause 
a wave of nationalism which threatened to break down constitu- 
tional barriers against Government regulation. 

The War also caused railways to be taxed. As a business 
pre-eminently inter-State in character, the railways were well 
suited for Federal taxation. As producers of revenue the taxes 
were very effective. They were, however, purely War taxes, and 
were repealed in 1870. A point of especial interest is that these 
taxes were not intended to be taxes on the railway industry. 
They were arranged in such a way that the burden of them could 
be shifted on to other shoulders, and this was the intention. 

It was noted above that the mail service was the cause of 
some of the earliest dealings of Congress with railways. From 
1850 to 1870 this matter was left very much alone, and as the 
result serious troubles developed. The Postmaster-General had 
to report that the railways were carrying the mails or not as 
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they pleased. Again he reports—“It is manifest that their 
present attitude—seemingly defiant in its tone, as it is disorganis- 
ing in its tendencies—cannot be endured without humiliation to 
the Government. . . .” On the other side it must be pointed 
out that the method of paying the railways for mail services was 
very unsatisfactory. No change had been made since 1845, and 
the refusal to give the facilities on the ground of inadequate pay 
had considerable justification. With 1870 a period of regulation 
of the mail service begins. The general “ Post-office Act” of 1872, 
the Act of 1873 modified in 1876 and 1878, altering the basis of 
payment for Post-office service, the Acts of 1879 and 1881 dealing 
with the provision of the Post-office car service, indicate the 
change which had taken place. The mail service was no longer 
pleaded as a ground for aid. The relation had changed to one 
of regulation. 

The earlier regulation of the dealings of railways with com- 
merce was negative in its character. The jealousy of the States 
one of another led some of them to refuse charters to railways 
which would tend to benefit their rivals, and to grant monopolies 
to others. After several years of effort, a Bill was passed in 
1866 to facilitate communication among the States. This aimed 
at breaking down State-granted monopolies. In the discussions 
the shameless use of political power by the railways was a 
frequent subject of comment. 

Positive regulation really starts from the Granger movement. 
The farmers depended upon the profitable sale of their wheat in 
Eastern markets. When some years after the War prices fell 
and railway rates remained high, the outcry was great. The 
railway methods of the time were such as to warrant attack. 
“Corruption of political units; wastefulness and mismanagement 
through ‘rings,’ construction companies, fast freight lines, etc. ; 
fluctuations and discriminations in rates due to fierce rate wars— 
all these things and more were rife.” Various proposals were 
made for dealing with the position. Extensions of inland water- 
ways were advocated ; schemes for a Government railway were 
put forward. Finally, in 1874, the House passed a Bill for- 
bidding unreasonable charges and providing for a board of railway 
commissioners with power to make a schedule of reasonable rates. 
This is probably the most notable attempt to regulate the railway 
rates prior to the Interstate Commerce Act. The Granger move- 
ment did a good work. It taught railway officials that they were 
administering public highways; it taught the public that railway 
property was entitled to reasonable profit. 
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Even yet the power of Congress to regulate railways under the 
Commerce Clause was not generally conceded. In fact, it was 
not until 1886 that all opposition vanished. The development 
was gradual—from negative regulation to partial positive regula- 
tion, to general positive regulation. The Inter-State Commerce 
Act of 1887 closes the period. By the Act a Commission was 
established, pooling was forbidden, whilst a long-and-short haul 
clause was included. Further, the Commission was directed to 
secure publicity of rates. Important as the issues involved were, 
a most extraordinary ignorance of railways was shown in debate. 
The realisation of this more than anything else turned the scale 
in favour of a “Commission,” about which there had been a 
strong difference of opinion. 

An interesting feature was the support given by the railways 
to the Bill. The Federal Government had dallied so long that 
the States, one after another, had taken up the matter. The 
Acts of the various States lacked uniformity and differed in 
severity. The railways are well described as “invoking Federal 
regulation to escape the furies of State legislation.” The change 
was significant. ‘‘The day for consigning the public to damna- 
tion was passed.” The railways could no longer exact all the 
traffic could bear. 

The preparation of this history has been done with great care. 
The sources of information are given in minute detail, and Dr. 
Haney deserves our thanks for a most valuable piece of work. 
One fault we have to find. The second volume contains an undue 
number of clerical errors. As examples we would quote the 
following :—On page 17 “between 1840 and 1850” is printed 
where “1850 and 1860” is intended; on page 62 1853 appears 
for 1863, and on page 63 “5 ft. 8} in.” is given as the standard 
gauge. ‘The errors are so many that it would be an advantage 
if a list of errata were prepared and issued. 

W. T. STEPHENSON 


Ireland from the Union to Catholic Emancipation. A Study of 
Social, Economic, and Administrative Conditions. 1800- 
1829. By D. A. Cuart, M.A. (Dent and Sons. 6s.) 


Ir is not every Irish student of history who is qualified to 
pass an impartial judgment on the social and economic condition 
of Ireland in the three decades immediately following the Union. 
The passions roused by the Act of Union, and yet more by the 
means employed to carry it, are with us still; political parties 
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in Ireland are differentiated by their attitude towards that Act. 
In Ireland it is difficult for a man who takes an interest in public 
affairs to avoid the bias with which party views will affect his 
judgment. Mr. Chart has conquered the difficulty, he writes in 
a calm judicial temper, and, as far as one may infer from his 
book, has no cause to advance other than that of historical truth. 
He is, as the preface indicates, an official of the Public Record 
Office, and the nature of his duties, besides affording him favour- 
able opportunities for research, must also ‘have contributed to 
develop in him a respect for historical evidence as well as a 
capacity for appreciating it. 

The economic problems which meet us in the period reviewed 
by Mr. Chart are of special interest. That there occurred a 
remarkable decline in manufacturing industry, and an extension 
—it can hardly be called a development—of agriculture is a fact 
which no one questions. Mr. Chart is emphatic in asserting it ; 
the statistics which prove both parts of the statement are avail- 
able, and it might have added to the value of his book had they 
been used more freely. Assuming, as we may do without hesita- 
tion, that the facts were as Mr. Chart describes them, we ask 
how they are to be accounted for. The expansion of agriculture 
finds an easy explanation. ‘The high prices for agricultural pro- 
duce maintained during the long-continued wars with Napoleon 
put a premium on the farmer’s industry which had its effect in 
Ireland as well as in England, and the political influence which 
in Ireland the votes of the “forty-shilling freeholders” gave to 
the landlords induced them to multiply the small holdings. But 
the causes of the decline of the manufacturing industries is not 
so apparent. Mr. Chart’s explanation is as follows :—“ Regarding 
Ireland in its productive capacity as a single whole, its relative 
advantage undoubtedly lay in the pursuit of agriculture and the 
supplying of provisions. In manufactures, on the other hand, 
especially those of a highly organised nature, the relative advan- 
tage lay rather with Great Britain, particularly in view of the 
much more rapid introduction of labour-saving machinery into 
that country. Under stress of British competition, even in the 
home market, Irish cotton and woollen manufactures gradually 
declined, and were by 1829 not far from extinction. The Ulster 
linen industry was only just saved in time by the adoption of 
power spinning and weaving.” ‘The explanation is good as far as 
it goes. But it does not go far enough. How was it that the 
cotton and woollen industries were unable to hold their own 
against English competition, and how was it that the linen 
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industry was able to save itself? It is true that improved methods 
of manufacture were adopted by the linen makers; but was not 
the adoption of the new methods open to the manufacturers of 
cotton and woollen goods as well? Moreover, the cotton 
industry was established in that portion of Ireland which is 
usually described as the home of the industrial virtues—Belfast. 
In the year 1800, according to evidence cited by Wakefield 
(Vol. I., p. 705), it gave employment to 37,000 persons within 
a circuit of ten miles round that town. It was promoted by 
men of singular enterprise, by Joy, McCabe, M’Cracken, and 
others, who had introduced the spinning jenny and the carding 
machine, and employed water-power to work them. At Collon, 
in Louth, 1,300 looms were busy, and at Stratford, in Wicklow, 
a factory erected at a cost of £40,000 gave employment to 500 
winders and weavers. Wakefield attributes the prosperity of 
Belfast and its neighbourhood to the spread of the cotton industry. 
“In Antrim,” he remarks, “it is astonishing with what rapidity 
the linen looms are exchanging for those of cotton, and they are 
beginning to spread to a considerable distance from Belfast.” 
And again, “Forming a circle at the distance of twenty miles 
from Belfast, it will be seen that commerce and the cotton 
manufacture have, by their influence, diffused happiness and 
prosperity throughout that favoured spot, and given to the people 
an air of ease and affluence very different from what is observed 
in other parts of the country.” Yet the industry which was 
“firmly established” and progressive, which had, as Wakefield 
pointed out, “obvious advantages over the linen manufacture,” 
was, seventeen years after his work was published, “not far from 
extinction,’ and the linen industry, which the same observer 
regarded as a less valuable national asset, was maintaining itself 
successfully against English competition. How is the difference 
to be explained? We can discover no advantage on the side of 
the linen manufacture other than this : its interests were watched 
over by a board of trustees appointed by the Government, and 
endowed with an annual grant of £20,000, and this assistance, 
a continuation of the policy of the Irish Parliament, it enjoyed 
up to the year 1827. Grants were, no doubt, made by Parlia- 
ment in favour of cotton and woollens, but this fitful aid, ad- 
ministered through the Distressed Manufacturers’ Relief Com- 
mittee, was not comparable to the steady and systematic favour 
accorded to linen. Whatever may be said of the political results 
of the Union, there can hardly be a doubt as to its effects upon 
the young industries of Ireland. The marvellous growth of 
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prosperity in the country in the decade following 1782 was due, 
before all else, to the development policy of the Irish Parliament ; 
it was impossible that an assembly of which the great majority 
were Englishmen, concerned primarily for English interests, 
and with an imperfect knowledge of Irish conditions, could 
bestow upon Irish industries the attention they had received 
from the native legislature. 

Mr. Chart’s book has much that is of profound interest to 
the Irish reader on social life in Ireland during the period with 
which he is concerned, on the relations between landlord and 
tenant, on the State Church, the magistracy, education, 
municipal administration, poor relief, and other topics which 
enter into such a survey as he has undertaken. In his preface 
he modestly expresses the hope that ‘the work will be considered 
a contribution to knowledge,” the judgment of the reader will, 
without doubt, amply bear out this anticipation. 

T. A. Finuay 


The Strength of England. A _ politico-economic history of 
England from Saxon times to the reign of Charles I. By 
J. W. WELSFORD, with a preface by Dr. CUNNINGHAM. 
(Longmans, Green and Co. 1910. 5s. net.) 


THE half of this book which belongs to the Economic JOURNAL 
is not easy to review. It is the unfinished MS. of a dead man, 
lovingly and generously commended to us by one who prized him 
and his work. Spirited, independent, passionately patriotic, it 
is neither learned nor, I venture to say, wise. I should hesitate 
before endorsing Dr. Cunningham’s commendation of it as a 
“masterly sketch,” which “no serious student of our political life 
in the past can afford to neglect.” Yet students will do well not 
to neglect it, for it stirs the mind—if only to dissent—more than 
some writing more learned and more wise. 

Both text and bibliography suggest an inadequate groundwork 
of economic knowledge. Very probably the bibliography is 
incomplete. It contains at most twenty-five economic works, not 
all relevant to the period covered. There is nothing of Vinogradoff 
or Seebohm, of Mary Bateson or Mrs. Green, nothing of Scharnz 
or any other German, to mention a few obvious omissions. Why, 
even in a first draft, the English of 1066 should be called com- 
pendiously “shepherds” (p. 42) I cannot think. And the phrase 
“the craft gilds or medieval trades unions” (p. 127) is suspicious, 
though it may be only a bit of popular writing. More serious 
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than lack of information is an apparent incapacity to handle 
historical causation. For instance, ‘Parliament in 1381 passed 
the first English Navigation Act. . . There was, therefore, an 
English fleet prepared to defend England from invasion” (p. 156). 
From the context I assume—though I am not absolutely certain— 
that “therefore” is to be taken strictly: a more than usually 
short-lived medieval Act of Parliament is to be taken as effecting 
what its promoters hoped to effect. Or again (p. 42)—‘‘ England 
owes the commencement of her national life to the protective 
policy of her towns.” The value of that policy is well worth 
discussion; but only charlatans or dogmatists credit to single 
causes complex processes of national life. 

Mr. Welsford was the dogmatist. To him all “protection” 
was a seed of good, and no growth is too great or complex to be 
ascribed to it. Like many dogmatists of his school, he spent 
much time in knocking down a sort of imaginary dogmatists of 
another school. He explains (p. 248) how the Elizabethans pro- 
hibited foreign wool cards. “ According to the Free Trade theory 
English cloth-making ought to have been injured; but, in fact, 
England before long made not only the best cloth, but the best 
wool-cards. This ounce of fact is worth a ton of theory.” 
Whether the “ounce” is worth anything I do not know. Its 
value for present-day purposes depends entirely on circumstances 
connected with the manufacture, trade, and smuggling of cards 
in the sixteenth century, with which I am not, and Mr. Welsford 
can hardly have been, acquainted. Supposing it really valuable 
it is but an illustration of a very familiar “theory” about infant 
industries. 

Most unlikely occasions are improved for the sake of the faith. 
Augustus taxes the trade from Britain to Gaul (p. 4). “It is a 
curious coincidence that the foreigner to-day shares the view of 
the Roman of two thousand years ago, that when the British fail 
to reply to Continental tariffs, the Continental customs duties 
are equivalent to a tribute paid by Britain. The British meekly 
paid the tribute. . . .” In the thirteenth century (p. 46) “the 
citizens of one town treated an Englishman from a neighbouring 
town as a foreigner. In this respect there is a marked resem- 
blance to the treatment which Great Britain now extends to her 
Colonies.” “Curiouser and curiouser,” as Alice said. The 
chapter on Simon de Montfort is headed (p. 91) “The Rights of 
the People asserted by a Protectionist.” 

Mr. Welsford was always on the lookout for the interaction 
of economics and politics, and that is why I agree in part with 

No. 79.—VOL. Xx G G 








434 THE ECONOMIC JOURNAL [SEPT., 


Dr. Cunningham. Among other things, his discussion of the 
economic aspects of the seventeenth century, exaggerated and 
doubly “‘tendenziés” (see p. 285—“‘'when James’ innocent son 
was publicly murdered”) has set me thinking. He has stated 
as facts a number of propositions that deserve inquiry, though his 
equipment and method must prevent scholars from accepting 
any one of them on his sole authority. 
J. H. CLAPHAM 


The Scottish Staple in the Netherlands. An Account of the Trade 
Relations between Scotland and the Low Countries from 
1292 till 1676, with a Calendar of Illustrative Documents. 
By Mattuiss P. Roosgsoom, M.A., D.Litt. (The Hague : 
Martinus Nijhoff. 1910. Pp. xiv+237+ccxlvi.) 


Dr. RoosEeBoom’s book is in many respects supplementary to 
that published last year under the joint authorship of the late 
Professor Davidson and Mr. Gray, which dealt with the same 
subject. The latter was planned on wider lines. It gave a 
general introduction to the study of Scottish foreign trade, and, 
in the consideration of the staple itself as a sub-division of the 
same movement, concentrated attention on this institution when 
it was located at Veere. Dr. Rooseboom confines himself to the 
investigation of the rise of the staple, and hence he limits his 
work to the period when it flourished, closing at the year 1676. 
Further, his method of treatment presents certain points of 
individuality. The first half of the book (pp. 1-237) consists 
of a historical account of the system, while the second (printed 
as pp. i to ccxlvi) consists of a series of documents which have 
been copied from various archives on the Continent. These 
consist of contracts relating to the staple, letters and papers con- 
cerning it, and other writings of various kinds which bring the 
reader into contact with contemporary opinion on the various 
negotiations about proposed changes of the staple-town. 

It is remarkable that in two works, both of considerable size 
dealing with the same subject, there is so much in each that is 
not to be found in the other. It is a tribute, too, to the character 
of Dr. Rooseboom’s book that one comes away from the reading 
of it with a strengthened interest in the organisation which he 
has described. In THE Economic JOURNAL (xix., p. 207) attention 
was drawn to the problem, suggested by the Scottish Staple at 
Veere, namely, what was the reason that various towns in the 
Netherlands spent so much in endeavouring to obtain the staple- 
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contract? Dr. Rooseboom’s book provides much information on 
this point. First, we obtain details of what was given or offered 
by towns competing for the Scottish staple. For instance, in 
all cases freedom from Customs and extensive remissions of the 
excise on drink and food were promised. In addition to this, from 
1513 to 1522 Middelburg offered a money-payment of ‘11,000 
golden guilders” (pp. 33-38), and in 1612 Veere involved itself 
in large expenses, such as gratuities, the building of a Scottish 
Church, the paying the rent of a national (Scottish) inn, of a 
house for a minister as well as his salary (p. 145). In this book, 
as well as the previous one, the magnitude of this outlay is a 
matter of surprise. Dr. Rooseboom suggests in a tentative 
manner several explanations. It is to be remembered that the 
town which was made the staple-port obtained a monopoly of the 
staple goods, and this brought purchasers of these to attend its 
markets. Further research might show that the staple-port made 
good its outlay on obtaining the contract by the charges levied 
on merchants of other towns. It may be noted that something 
of this kind seems to have happened in connection with the 
Host-men of Newcastle. Another suggestion of Dr. Rooseboom’s 
is that high bids made for the staple were due to municipal 
jealousy, ““whence the securing of the staple for their own town 
might even be of secondary interest to their preventing another 
city from having it” (p. 71). To these theories another may be 
added, i.e., the importance assigned to the raw materials exported 
from Scotland (Davidson and Gray, p. 429), which were worked 
up in the vicinity of the staple-town and a part exported to 
Scotland. This view is supported by the clauses in a proposed 
contract from Bruges in 1469, according to which, as a great 
concession, the Scots were permitted to bring cloths to be dyed 
in Flanders, which they might ship home again, but under no 
circumstances were they allowed to sell cloth in the Low 


Countries (Rooseboom, p. 24). 
W. R. Scorr 


Die Deutschen Grossbanken und ihre Konzentration im Zusam- 
menhange mit der Entwickelung der Gesammtwirthschaft 
in Deutschland. By Dr. Rigsser. (Jena: Gustav Fischer. 
Pp. 715.) 


Ir takes a long time to read the 715 pages of the above book, 
written by Geheimer Justizrath Riesser, but it is worth 
while to study all he says concerning the principal 
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German Banks and their concentration in connection with 
the economical development of Germany. For the author, 
who during several years has been manager of one of 
the leading Berlin banks, and who is_ now ordinary 
Honorary Professor at the Berlin University, and the President of 
the Hansa Bund (an institution which has been created to defend 
the interests of trade and industry), shows, with great competence, 
what has been done by the principal banks to develop Germany’s 
trade and industry before and after the foundation (in 1870) of 
the German Empire, how German banks have been created 
abroad, etc. Especially the particulars given by him concerning 
the efforts made by the German banks to extend their business 
in countries beyond the sea, and the way they proceed to issue 
National and foreign loans, constitute syndicates, and work in 
the interest of trade and industry, are worth reading. 

In the second part of his book, Justizrath Riesser treats the 
great movement of concentration of the banks which has taken 
place since 1870, and which still continues, so to say, without 
interruption. He explains also the reasons which are in favour 
of such concentration, showing, however, how this concentration 
has led to the constant augmentation of capital and present 
powerful position of the leading German banks, which have at 
present a capital of 1,204 million marks, viz. :— 


Sterling 
HG DOUBCRE BOWE 66 ovecesnseeessvedes. <s5ece 200 million marks 10 ~= millions 
SONOMA TROMENE dan ss dcasenes.cessessesses 200 ,, ms 10 be 
Disconto Gesellschaft ....... 0 ........... 470. ,, oa 8°5 50 
Bank fiir Handel und Industry ......... 1c ,, + 8 Ae 
Schaaffhausenscher Bankverein ...... 145 ,,; o 7°25 ra 
Berliner Handelsgesellschaft ........... 130 pe 55 a 
Commerz und Discontobank ............ $6 SCs, 9% 495 |, 
Nationalbank fiir Deutschland ......... SO 5, — 4 os 
Mitteldeutsche Creditbank............ : ok = 37 ae 
1,204 60°20 


C. RozENRAAD 


Die Einfluss der Bank und Geldverfassung auf die Discontopolitik 
im Deutschen Reich, in England, Frankreich, Osterreich- 
Ungarn, Belgien und den Niederlander. Von GEkORG 
Scumipt. (Leipzig: Duncker and Humblot. Pp. 120.) 


THis book gives full particulars concerning the banking and 
currency systems of six of the leading commercial nations of the 
world, and compares the discount and gold policy of the issue 
banks in those countries. In comparing, however, the different 
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banking systems, the author has not explained as fully as would 
have been necessary, that England has a more developed banking 
and cheque system than any other country, and above all, that 
the Bank of England is the clearing house of all nations, liquidat- 
ing not only the liabilities of Great Britain, but also those of 
Europe with other continents, and that London is the banking 
centre of the world. : 

But Mr. Georg Schmidt’s book is full of interesting facts 
concerning the fiduciary circulation, gold and discount policy of 
the above issue banks, and he has rendered a great service to the 
banking community by putting these facts together and showing 
the influence of the different. banking and currency systems on the 
discount policy of the banks. What he says of their transactions 
in foreign bills, gold, etc., is worth reading. 

With great clearness he explains also the modifications which 
have taken place in the new German Bank Act of June 1st, 1909, 
which partially came already into force on January Ist, 1910, and 
which will be applied in full on January Ist, 1911. With great 
warmth the author pleads against the stipulation contained in the 
new Bank Act, that the legal maximum, free of tax, for the issue 
of banknotes by the Imperial Bank of Germany, originally fixed 
at 250 millions, will be raised from January Ist, 1911, from 450 
to 550 million marks, and at the end of every trimester to 750 
million marks. It is indeed a fallacy to fix a limit for the issue of 
banknotes, for experience has shown that it is not in the interest 
of trade and industry to limit the fiduciary circulation of a country 
to a certain maximum, which it becomes necessary to increase 
continually. At times, when trade is active, more notes are required 
than when business is slack, and it is then in the interest of trade 
and industry that the first institution of the country in charge of 
the fiduciary circulation should not be hampered to meet the wants 
of the people by a legal maximum, above which no notes may be 
issued unless a heavy tax is paid. It is much better that no legal 
prescriptions should be given as to the maximum above which no 
notes may be issued, but to stipulate, as is the case in Holland, 
that the issue bank may issue as many notes as are required, 
provided that the amount of its fiduciary circulation together with 
the amount of its account currents, is always covered to the 
extent of at least 40 per cent. by a reserve of gold, or in countries 


having a gold and silver standard, by a reserve of gold and silver. 
C. ROZENRAAD 
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The Rupee Problem, a Plea for a Definite Currency Policy for 
India. By M. pE P. Wess. (Karachi. 1910. Price Re. 1.) 


Mr. Wess’s pamphlet, which is mainly reprinted from the 
Times of India, deals in successive chapters with the general 
problems of Indian currency during the last thirty years, with 
criticisms of the existing system, and with proposals for its 
improvement. The lucid survey of the question in the first 
chapter is in many respects admirable, but it is a little coloured, 
perhaps, by the disappointment of a bimetallist. The change in 
1893 is characterised, for reasons which would apply to any 
deliberate change whatever, as “a wholesale violation of the 
fundamental principles upon which all modern monetary systems 
are based.” This sentence is only correct as a statement of 
historical fact if the relative clause refers to the violation and 
not to the principles—for almost every country in the world, with 
the exception of Great Britain, has made a change, to which Mr. 
Webb’s criticisms are applicable, within the last forty years. In 
the same way, Mr. Webb’s speeches to the Karachi Chamber 
of Commerce, which he reprints at the end, show a willingness 
to be discontented with all the fruits of the new system. In 
1903 Mr. Webb declared that “‘a restriction of the currency tends 
to produce a fall in prices, and a fall in prices means that every 
agriculturist and worker in India has to give more of his produce 
and substance than before in order to pay his taxes and other 
obligations. Such a state of affairs is the worst possible in which 
a country can find itself. ... What this country requires and 
demands is a plentiful supply of rupee purchasing power, so that 
its industries and people may be healthily and judiciously 
stimulated.” But in 1908, after a spell of high prices and 
plentiful coinage of rupees, he is still dissatisfied :—‘‘ The purchas- 
ing powers of the rupee have fallen—much to the disadvantage 
and loss of the poorer classes in this country. It is a matter for 
close study whether this depreciation in the value of our silver 
currency has not been in some measure encouraged by an over- 
coinage of rupees by Government.” Mr. Webb’s criticisms go 
far towards cancelling one another. 

Mr. Webb’s complaints in Chapter II. of the Government’s 
vacillations of policy during the period which immediately suc- 
ceeded 1893 seem well justified. The Government certainly did 
almost all that was possible to make a failure of the new system ; 
but in recent years its nature has become much better understood, 
and, apart from the size of the gold standard reserve, about which 
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opinions may differ, there is little room for complaint. Of Mr. 
Webb’s actual proposals an import duty on silver seems to the 
present writer to be wholly admirable, and has in fact been 
adopted by the Indian Government since Mr. Webb wrote his 
pamphlet. The tax, against which few good arguments have ever 
been adduced, seems to have been a great success, and ought to 
have been imposed long-ago. But in his plea for the sale of 
Council Bills by the Secretary of State at a uniform price of 
1s. 4d., Mr. Webb does not appreciate the full effects of what he 
proposes. The existing system of allowing the price of bills to 
fluctuate, in accordance with the intensity of demand, between 
“gold points” on either side of 1s. 4d., in which respect the 
Indian exchange resembles all other exchanges, has the effect 
of spreading remittances more evenly throughout the year. At a 
uniform price all the year round, the sale of bills would be on a 
larger scale than it is at present during the busy season, and on 
a smaller scale during the slack season. This increased irregularity, 
in itself an inconvenience to Government finance, might some- 
times lead to the wasteful passage of gold backwards and forwards 
and to the more frequent use of the gold standard reserve on 
occasions of no emergency. But I should expect it, on the other 
hand, to exert a beneficial influence, though perhaps not a very 
great one, towards steadying the Indian bank rate and diminishing 
the difference between the annual maximum and minimum. Mr. 
Webb’s statement that the fluctuations arise out of the arbitrary 
decisions of an official hardly gives a correct impression of the 
forces at work or of the general rules normally followed by the 
India Council. 

With regard to the controversial question of the proper magni- 
tude of the gold standard reserve, Mr. Webb is right, in my 
opinion, in holding that it ought to be considerably increased, and 
that the Indian Government, adopting throughout too optimistic 
a policy, have been too ready to divert the income of the reserve 
to other purposes. But when he maintains that the reserve should 
be held entirely in gold and mainly in India, he, together with 
many other critics whom the India Office have wisely withstood, 
is misapprehending the true character of the Indian system, as 
well as the general drift of currency reform in many parts of the 
world. In 1893 it was believed, no doubt, in many quarters that 
the closing of the mints was a first step towards the establishment 
in India of a full gold standard. In 1898 the Government of 
India still believed that this should be their ultimate goal. But 
since that time fuller experience in India and elsewhere has led 
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to the explicit recognition of a new system of currency known as 
the gold exchange standard, in which notes or token silver coins, 
which are permanently established as the predominant medium of 
exchange, are kept near a fixed par in relation to gold by Govern- 
ment control of the foreign exchanges. A much larger number 
of the countries of the world than is ordinarily recognised are now 
using this method in practice, and to a growing extent. They hold 
their gold reserve for the purposes of foreign trade only, and they 
economise the use of metal by holding bills on the chief commer- 
cial centres abroad with which they are in close relation. The 
method is sufficiently safe and is, in the matter of economy, vastly 
superior to a gold currency. Its widespread adoption in greater 
or less degree since 1900 marks a definite stage forward in 
monetary evolution, and is likely to have far-reaching effects in 
the future. The critics of the existing policy in the case of the 
Indian gold standard reserve are misled by its name into supposing 
that one of its proper objects is the accumulation of gold in India 
for the purpose of eventually establishing a full gold standard 
there. But when the real nature of the gold exchange standard 
is realised, it is clear that the reserve should be kept where it 
will be wanted for supporting exchange—namely, in London, and 
that, as long as it is kept in a fairly liquid form, there is great 
advantage and no loss in earning interest. It would be as reason- 
able to keep the gold reserve in Calcutta as to keep the reserve of 


coined rupees in London. 
J. M. KEYNES 

















NOTES AND MEMORANDA 
APPLICATIONS OF PROBABILITIES TO Economics.—II. 


THIS second exemplification of applied Probabilities is like the 
first,’ derived from the theory of Monopoly. The feature of that 
theory with which we are now concerned is the power of the 
monopolist to discriminate between different species of com- 
modities and customers, not preserving that unity of price which 
characterises a perfectly competitive market. The subject may 
fittingly be introduced by a quotation from the earliest, and still, 
I think, the highest authority on the theory of discrimination, 
Dupuit. In his epoch-making paper on the measurement of 
utility Dupuit puts the following case :— 


“Waterworks are constructed for the use of a town situated on 
a hill which had before great difficulty in procuring water. The 
value of water had been so high that an annual subscription of 
50 francs was required to pay for a daily supply of a hectolitre 
[22 gallons]. . . . But now that pumps have been set up, that 
amount of water costs only 30 francs. As a consequence, the con- 
sumer will now employ water for less pressing, less essential wants. 
.. . Again, owing to the improvement of the pumps, or by the mere 
fact of increased consumption, the price is reduced to 20 francs. 
Our man will now want to have four hectolitres, so as to be able 
to clean his house every day. Supply him with water at 10 francs 
per hectolitre, and he will demand ten hectolitres, so as to be able 
to water his garden. At 5 francs he will demand twenty hectolitres, 
to maintain a sheet of ornamental water; at 1 franc he will want 
a hundred hectolitres, to have a fountain constantly playing.” 2 

With reference to this illustration, it may be asked : supposing 
that water for use within the house and water for external use, 
in the garden or pond, form two categories between which it is 
possible for a monopolist to discriminate ; is it to be supposed that 
when the price is lowered from 20 francs to 10 frances, and accord- 
ingly water begins to be employed for external uses, the whole of 


1 See Economic JouRNAL, vol. xx, p. 288, et seq. 
2 Annales des Ponts et Chausées, 1844, vol. 2, p. 337. 
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the additional six hectolitres are employed on external uses or 
part on (additional) internal uses? The question is not explicitly 
raised by Dupuit ; being indeed not relevant to his context. But 
I am concerned to postulate for the cases of discrimination with 
which I deal that a lowered price is attended with an increased 
demand for both of the uses. The species of discrimination which 
I have in view may be made more conspicuous by noticing its 
absence from another illustration given by Dupuit :— 


“A footbridge is constructed between two populous quarters of 
a large town at a cost of 150,000 francs. At the rate of 5 centimes 
per passenger the proceeds prove to be only 5,000 francs [per 
annum]. The concern is accordingly a failure; the entrepreneur 
who had borrowed the greater part of the 150,000 francs, being 
unable to pay the interest on this sum, is soon ruined. The bridge 
is sold to an intelligent man who studies the demand for the use 
of the bridge, with the object of increasing his own profits. Thus he 
observes that his bridge connects a quarter of the town in which 
there are manufacturing works with the quarter in which the 
workmen live; and that they have, morning and evening, to make 
a long detour in order to reach their destination. The use of the 
bridge would greatly shorten the distance which they have to 
traverse; but a workman could not afford to pay out of his wages 
as much as ten centimes a day. . . . [Under the circumstances] 
the proprietor might insert in his tariff a clause to this effect: ‘ For 
passengers wearing a cap, blouse, or jacket! the toll is reduced to 
1 centime.’ [He will thus, suppose, gain an additional 3,000 francs 
from 300,000 new passengers—per working year of 300 days; but 
he may lose a part of his original profits, 5,000 francs, as] “a certain 
number of passengers at 5 centimes will, by reason of their attire, 
benefit by the reduction which was not intended for them.” [How- 
ever] “by new artifices he may succeed in reducing the loss. Thus 
he may stipulate that the reduction of the toll shall be given only 
at the hours at which the workshops open and close, or only to 
workmen showing a certificate? of employment.” 3 

In this and other passages Dupuit suggests a type of discrimina- 
tion which may thus be formulated. Considering the demand for 
the undiscriminated commodity (e.g., passage of the bridge 
without respect of persons) as made up of the demands for different 
species between which discrimination is possible ; it is («) conceived 
that the demand for one species is independent of, uncorrelated 
with, the demand for another species—Dives will not offer less 
because the toll is lowered for certificated workmen; (8) it is 
admissible, if indeed it is not essential, that the demand for each 


1 Casquette, blouse, or veste. 2 Livret. 
3 Loc. cit., 1849, p. 220. 
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species is practically limited (e.g., the amount of water employed 
in internal uses will not be materially increased, however low 
the water-rate falls). A similar conception is entertained by 
M. Colson, who walks in the way of Dupuit.' I recognise that 
the conception is of great importance for the purposes of both 
theory and art. But I emphasise it here only to make clear that 
it is not the case with which I am about to deal. I am indifferent 
about the attribute (a), and I am not indifferent about (8); I 
postulate that when price is lowered the amount of each species— 
as well as of the genus—increases. For example, if there are two 
species (such as water for internal, and water for external use) 
whereof the amounts 2), X2 are demanded at the prices y;, Yo, I 
suppose that (for any assigned value of ys) 7; continually increases 
as y, diminishes.2 The case is quite sufficiently important to 
reward attention to its properties. In dealing with it, I shall for 
convenience of enunciation confine my statements mostly to the 
variety in which only two species are discriminated; but the 
propositions thus enunciated are readily adapted to any finite 
number of species. 

Concerning the kind of discrimination thus defined, I propose 
to prove the three following theses :— 

1. Very probably a system of prices can be assigned, such that 
both the monopolist and his customers may gain by discrimination. 
The gain to consumers may well be so great that they are better 
off than they would have been, other things being equal, under 
a régime of competition. 

2. Probably the prices which the monopolist will fix in order 
to render his profit a maximum are such that the customers will 
lose through discrimination ; except when the amount demanded 
of one species before the discrimination is much less than the 
amount then demanded of the other. 

3. Probably, if the disturbance of prices caused by discrimina- 
tion is not considerable, the portion of the monopolist’s maximum 
which is due to the infliction of loss on the customers is inconsider- 
able. For a small consideration the (perfectly self-interested) 
monopolist may be induced to adopt a system of prices such that 
the customers will not lose through discrimination; for a small 
addition to that consideration he may be induced to adopt a system 
of prices such that they will be materially the gainers. 

The general presumptions above described as @ priori are avail- 

1 See, for some account of M. Colson’s conception, Economic JouRNAL, vol. xx, 
p. 59 et seq; and compare below, p. 454. 


2 Thus in the example designated C at p. 456 below, each of the component (as 
well as the compound) demands tai!s off towards infinity as the price sinks to zero, 
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able to show that the first proposition is probable. The gain of 
the monopolist by discrimination depending on the addition to 
or subtraction from each price, may be likened to the height, say 
z, of a surface shaped like a hill, varying with co-ordinates 
x and y, such as the longitude and latitude of any position on the 
hill. Now, in. general one can reach a higher position on a hill 
when free to move in any direction than when one is restricted 
to motion along a certain path. In the case before us a limitation 
of this sort exists prior to discrimination ; the monopolist being 
constrained to charge only one price for the whole class of 
commodity, or in other words equal prices for the two species. 
When this limitation is removed, the monopolist will tend to start 
off in a direction which has been called the line of preference ;1 
perpendicular to another line on the plane of zy called the line 
of indifference. Likewise the consumer will have his lines of 
preference and indifference. But from our general knowledge of 
the relations between buyer and seller, we may presume that the 
lines pertaining to one party are not coincident with the lines 
pertaining to the other party. Accordingly the direction in which 
both parties can move together (from the original position), both 
being gainers by discrimination, is probably represented by an 
angle of sensible magnitude; the probability of mutual gain is 
measured by the ratio of that angle to four right angles. 

The probability thus discerned will appear greater if we 
formulate what is known about the relation of the monopolist 
to his customers. On Fig. 1 let the addition to, or subtraction 
from, the price of one species be measured on the axis OX, OX’, 
and likewise the alteration of the other price on the axis of y. 
Prior to discrimination, the monopolist was constrained to move 
along a right line, representing the condition that the two 
prices must be the same, the line TT’ making equal angles with 
the axes. When the monopolist becomes free to move, otherwise 
than in this line, his line of preference is evidently not in the same 
quadrant as this line; not in the direction implying that both the 
variations of price are positive—between OX and OY—nor yet in 
a direction implying that both variations are negative—between 
OX’ and OY’. For if either of these directions represented the 
monopolist’s preference, he would not, prior to the discrimination, 
have stopped at O. Not his line of preference, but his line of 
indifference slopes in the same general direction as the original 
path. In the figure the line TT’ does duty both for the path of 
constraint and the line of indifference; but these loci are not 


1 Mathematical Psychics, p. 22, and context. 
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in general coincident. But the line of preference pertaining to 
the customers is evidently in the direction between OX’ and 
OY’ since the variation most advantageous to the purchasers is 
the fall of both prices. Accordingly, their line of indifference will 
slope in the general direction represented by the line tt’ in the 
figure. The interests of the two parties are concurrent for varia- 
tions of price which are represented by a step in any direction 
between OT and Ot. 

To obtain an idea of the distance to which they may travel 
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concurrently, we may employ a more elaborate construction ; 
which is also required for the proof of the second and third 
theses. Let us begin by assigning a particular form to the 
demand-curves of the customer; and first of all the simplest of 
all forms, the right line. Let 2, be the amount of one species 
of commodity, x, that of the other demanded at any price, y ; and 
let 22=2,+2.—be the amount of the generic commodity (e.g., 
water for any purpose) demanded at the price of y. Then by 
hypothesis z is connected with y by a (linear) relation of the form, 
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x=A-By; where A and B are numerical coefficients. The 
monopolist’s profit, supposing at first that cost of production may 
be left out of account, = zy=Ay- By. This will be a maximum 
when y=3d+B and accordingly x=3A.1 If we call this 
maximum value of x, a, and the corresponding value of y, b, we 
have A=2a, B=a+b; and accordingly the equation of the 
(average, generic) demand-curve may be written in the form 
os y 
he 2—- ie 
This line is represented by BA in Fig. 2; on the supposition that 
a=b (as may always be effected by properly taking the units of 
commodity and price). 

Let us at first suppose (in accordance with the main portion 
of thesis 2) that x; and 22 are equal at the price which is fixed 
by the monopolist prior to discrimination. Let us also for the 
present suppose that there is no correlation * between the demands 
for the two species of commodity. Then the two specific demand- 
curves (as they may be called, although they are straight lines) 
will intersect at the point P, which represents the price and half 
of the quantity demanded before the discrimination. The two 
curves will diverge at that point as represented by the dotted 
lines in Fig. 2, in such wise that any horizontal line intercepts 
between the average demand-line (AB) and either of the specific 
demand-lines (e.g., A;B,) a length equal to that which it intercepts 
between the former line (AB) and the other specific demand-line 
(AgP produced as far as the point at which the ordinate =OB,) 
For instance, on the horizontal line through ©, the intercepts 
aa, and aa, are equal. Likewise AA;=AAp. 

This property may conveniently be represented by the follow- 
ing construction :— 

Let r=a(1+&) ; y=b(1+7). 
Then if € and 7 are measured from P along the rectangular axes, 
the relation of £ to is represented by the line AB (provided 
that a=b=1). In other words, & = -y. 
Likewise, if z,=a(1+€&,), y,=0b(1+7,), 
t,=a(1t+é&,), y,=b(1+7,). 
£,=—qim, = —2M, Where q, and q, must be so selected that 
9i:+92=2; say q,=1+8, q,=1—B8, where 8 is a proper fraction.* 
1ITuse the old-fashioned sign of division ~ in the text, but in the more 


technical notes the now generally adopted sloping line, as thus, A/B. 


2 Cp. above, p. 442. 
3 As follows from the condition that the line represepting a demand-curve must 


be inclined negatively to the axis of x. 
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The apprehension of the general theorem may be facilitated by 
assigning a particular numerical value to 8. Let us assign a 
value which is neither very great, nor very small, namely, 4 (0°2). 

E&,= —1:2n,; &,= —0°8n,. 
Now the gain of the monopolist through discrimination, say R, 
being the difference between his profit after the discrimination 
and what it was before 
=2Y, + ty. —2ab. 
=ab(n, +&,+m€,) +b (n+ & + 02€2). 




















O 


Substituting for &, and &, their respective values in terms of 
™ N_, we have 
R=ab(—0'2n, —1°2n,?+0°2n, —0°87,”). 

Thus the relation between (changes 7) prices, which afford 
the same profit, the locus of constant revenue, is given by equating 
the expression within the brackets to a constant. This locus is 
an ellipse, which when R=o passes through the origin from 
which £ and 7 may be measured (on rectangular axes). In Fig. 2 
O represents this origin, and the curve OAHB is supposed to 
fulfil the condition 


1°2n,? +0°8n,?+0°2n, —0°2n, =O. 
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Likewise the locus of constant Consumers’ Surplus is found 
from first principles to be an ellipse with equation 


$1:2n,?+ 40°8n,? —7, — 9, = constant. 


In the figure the curve OSH represents the case in which the 
said constant is zero, the locus of null gain to the consumers 
through discrimination. 

When the constant in the last written equation is positive, the 
curve of Consumers’ Surplus lies below and to the left of OSH. 
Consider in particular the curve of this family passing through 
T, on the supposition that the point 7 represents the (lower, 
identical) prices which would prevail, other things being equal, 
if the régime were one of competition not monopoly. It is quite 
possible that this curve (not shown in the figure) should cut the 
locus of null monopoly profit, the ellipse OAHB. There will then 
be intercepted between these two curves an area any point in 
which represents a pair of prices which fulfil the secondary part 
of our first thesis. 

The range of variations in price, from O the position before 
discrimination, that are advantageous both to the monopolist and 
his customers is represented by the space intercepted between 
the curves OSH and OAH. The point H may be described as 
the limit of the range and the index of its extent, if it is under- 
stood not to mean that the direct path from O to H can be 
travelled concurrently, with mutual advantage, by both parties. 
So the Pillars of Hercules are described by a geographical writer 
as the limit up to which the navigation of the early Mediterranean 
peoples extended ; though a people situate like the ancient in- 
habitants of Marseilles could not sail in a straight line to that 
limit, but must hug a curvilinear shore (that of Spain) comparable 
with our curve OSH. 

The index thus defined is found! to be the point of which the 
abscissa (n;) is — 0°1855.., and the ordinate (2), +0°2268..; corre- 
sponding to prices relatively 18°55 per cent. lower and 22°68 per 
cent. higher than the prices prior to the discrimination. There is 
thus a considerable range of variation; considerably greater, as 
will presently appear, than that which corresponds to the 
monopolist’s maximum profit. Thus the first thesis is amply 
verified. 

Going on to the second thesis, we have first to determine the 
prices which render the monopolist’s profit a maximum. They 


1 The calculation is facilitated by the incident that the intersection of the two 
curves is also the intersection of either of them with the line 7,(1 +48) +7(1-48)=0O. 
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prove to be m= —- 7s, 72= +}4.! We have now to observe how 
the Consumers’ Surplus is affected by the adoption of these prices. 
Substituting the values of 7 and mp in S, the expression for the 
consumers’ gain by the discrimination, we find the gain to be 
negative, namely—;;. The sign of this quantity is all that is 
required to fulfil the second thesis; but it is interesting to notice 
that the amount of loss is’ considerably greater? than the amount 
of the monopolist’s gain, viz., 7s (that is, a gain of more than 
2 per cent. upon his profits before the discrimination). 

To verify the third thesis, we have to compare the maximum 
monopoly revenue, i’, as above determined, the absolute maximum 
as it may be called, with the relative maximum, which is the 
greatest possible gain to the monopolist consistent with the con- 
dition that there should be no loss to the consumer. The required 
positions may be explored by means of the theorem that the 
maximum monopoly revenue relative to, or limited by, the con- 
dition that the Consumers’ Surplus should have any assigned 
value is realised by a system of prices such that the elasticity * is 
the same for each of the demand-curves. In the simple case 
before us, the locus of equal elasticity is a right line inclined to 
the axis x at an angle of which the tangent is 33,° and passing 
through the point R, the line ERE’ in Fig. 2. Thus we have 
only to determine the intersection of this line with the 
curve of null gain to the consumers. Let 6, and @, 
be the respective differences between the known co-ordinates 
of R, 7/1, 7/2, and the sought co-ordinates of the point of inter- 
section S, say 7”; and 7"s. Substituting in the expression for S 
for 4,,—7zs+49, and for n,,+4+9,, and then putting 0,=3230,, we 
obtain for 4; a quadratic equation of which I find the root to be 
— 014067. The corresponding value for 4 is +0°01726. Whence 
we obtain for 7”;, — 0°09740 and for 7”2, +0°10774. Substituting 
these values for 7; and 72 in the general expression for R, I find for 
the new value of R, R"”, as we may call it, 0°02035. This is to be 
compared with R’, the absolute maximum, namely ;,, or 0°02083. 
The difference between R’ and R" is very small, namely, 0°00048 ; 
about 2°3 per cent. of R’. That is the proportion of the 


1 Differentiating R with respect both to n, and y, and observing that the second 
term of variation is negative. 

2 In absolute quantity. 

3 See Nore at the end. 

4 The elasticity proper, referred to on a preceding page (ante p. 290). 

5 In general i+8 1+46 

i-p/ 1-48 
No. 79.—vou. xXx. HoH 
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monopolist’s maximum profit which is dependent on the Con- 
sumers’ loss—a very small proportion in accordance with our 
third thesis. 

When, other things being the same, we suppose the extent 
of discrimination as measured by the constant B to be increased, it 
will be observed that the first and the second theses continue to 
hold good. But the subordination predicated by the third thesis 
becomes less and less; though it retains some significance for 
values of 8 much greater than that which we have considered— 
say up to}. To illustrate the failure of the third thesis (while 
the first and second are eminently fulfilled) put B=1. Proceed- 
ing as before, I find for R’ now 0°8, for R’ - R” 0°1205; the latter 
more than 15 per cent. of the former. 

The case which has been considered in which the demand- 
curves with which we are concerned are straight lines may be 
regarded as a Lemma, which forms a convenient introduction to 
the far more typical case in which the curves are of the second 
degree, to wit, parabolas. One obvious difference between the 
type and the Lemma is the incident that whereas before in the 
expression for R and S there occurred only squares (and first 
powers) of the variables (ny, and 72), there now occur cubes of those 
quantities. But this difference is not from the present point of 
view the essential one ; since the 4’s are supposed to be so small, or 
at least so far from great, that their third powers may be, I will 
not say “neglected,” but subordinated, in comparison with the 
second powers. It is a more essential circumstance that the co- 
efficient of the second powers in the expression for R now takes on 
different values, depending on a certain coefficient which is uf great 
significance in the theory of monopoly.’ 

Still facilitating the acceptance of general truth by a particular 
example, let us suppose that the demand-curve for 2x (=, + 2») 
prior to discrimination is a parabola of the kind sometimes called 
horizontal ; so that z is of the form A - By? (A andB both positive). 
If as before we express the coefficients in terms of the values of 
x and y, for which zy is a maximum, we have 


x 3 _ lfy\’ 
cs 2 (%) 

Whence, if as before z=a(1+£), y=b(1+7), 
E=—(n +437’) 


£,= — 1°2(n, + 3n,”) } £,= —0°8(n, + 40,”)-9 


1 The coefficient w, as to which see the final Norz. If the equation to the 
typical parabola is = —- An’, the coefficient of n? in R, viz., -(1+A), = — 4. 

















1910] APPLICATIONS OF PROBABILITIES TO ECONOMICS 451 


Proceeding as before, we shall now find 
R= —‘2n, —1:8n,?—0°6n,3, +02, — 1°2n*, — 0°47, 
S=—n,+06n,?+0°2n,3, —7,+0°4n,? + 0°1377,. 

The intersection of these curves forms the limit to the range 
of prices advantageous to both parties. If we leave out of account 
the terms in R and S whieh involve third powers of the 7’s, we 
may proceed as before to find the co-ordinates H, and He of the 
intersection. They are respectively 0°127 and 0°145 ;) of the same 
order as the true values obtained by taking into account the 
third powers of the variables, namely, 0°1258 and 01438 
respectively. 

The values of H; and He prove to be in this instance, as in 
the Lemma, considerably greater, roughly speaking about double 
those of 7’; and 7’, the co-ordinates which represent the prices 
affording maximum profit to the monopolist. For these I find : 

By the summary method, 

n', = —0°05, 7',= +0°083 ; 
Taking account of the subordinate cubic terms, 
n',= —0°05719, n’,=0°08012. 
Whether calculated by the true or the approximate method, the 
values of R’, the monopolist’s maximum gain by discrimination, 
and S’, the consequent loss to the customers, prove to be much 
the same; and accordingly the relation between them not 
materially different. As thus :— 


R’. —S’ S'+R’ 
Approximate 001388 - 0°02315 1°667 
Accurate ... 001378 0°02222 1°612 


The approximate calculation may evidently be trusted as a verifica- 
tion of the second thesis. 

Going on to the third thesis, I find approximately after the 
manner of the Lemma, for the prices which make the monopolist’s 
profit a maximum subject to the conditions that the customer is 
not a loser (or gainer), 

ny =n —9°010044, ’,=7',— 44 =0°010044 
where 7’; and 7/, have the approximate values above found, 
namely, 0°05 and 0:083 respectively. Whence it is deducible that 
the gain which the monopolist must forgo in order not to occasion 


1 The calculation of the co-ordinates is facilitated by the circumstance that the 
point of intersection between the curves lies on the straight line 8y,+7n,=O. It 
happens (in this particular example) that this convenient proposition holds good for 
the true curves, including tbe cubic terms, as well as of the curves truncated by 
the omission of those terms. 


HH 2 
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loss to his customers is about ‘0004, about 3 per cent. of the 
absolute maximum (above stated). To compare the true result 
with this approximate one would require a very laborious calcula- 
tion. The following partial test must suffice. Assign to the 
ordinate 72 a value less than that which affords the (true) maximum 
profit by an amount which the approximate investigation 
suggests ; for example, put 7”.=0°07, less than 7’, (=0°08012) by 
about 0°01. Now find that abscissa of the curve S=O (roughly 
as to the general shape of that portion with which we are con- 
cerned illustrated by the curve OSH in Fig. 2), for which the 
ordinate 0°07. That abscissa is found to be -0°06548. Accord- 
ingly, +0°07 and -0°06548 represent prices for which the con- 
sumer’s loss is null. But the gain which the monopolist forgoes 
by the adoption of those prices, say "1, 7”. instead of 17’, 
7's, is found (by substituting those values in the expression for R) 
to be a small percentage of R’, namely, about 2 per cent. But 
that percentage, small as it is, exceeds the true percentage which 
would be obtained by using the true 7”; and 7", instead of the 
assumed or “trial” values. 

The peculiar interest of this example is that it is typical of an 
immense variety of demand-curves, or functions representing 2, 
the amount demanded in terms of y, the price.!. Very generally, 


1 The essence of the general reasoning may be indicated as follows. In the 
notation above employed we have for R, the gain of the monopolist through 
discrimination (cp. note to p. 450 above) 

(1+&)(1+m)-1, +(1+&)(1+m)-1; 

= — Bn, - (1+ B)}wn,?**, +8, -(1-B)hwn?* * 5 
the dots indicating omission of terms involving higher powers. Whence for the 
prices affording maximum profit we have 
ah eM 

(1+8)o’ ~ (1-B)w" 

Also the gain of the customers by discrimination 

a [Been a | ™&,dn, 


= — 9, +4(14+B)n2°"*, —ng+4(1- B)n2° °° 
Substituting in the expression for S the above-written values for n’, 7’, we obtain 
for S’, the gain of the customers through discrimination 
mw ty..43 
w(1-| B) rJ 
Which will be negative in accordance with the second thesis, unless w is small, 
<4. 

To prove the third thesis consider R and S as functions of 0, 6, where @,= 
™ —7'1) %=N2-7'g. Then the position of relative maximum as above defined must: 
lie on the locus of common tangents to curves of the respective families R=const., 
S=const.; that is 


m= 2 


GR GR ., C8 [a6 
de, | de, dé, | de,” 
Whence we obtain (R not involving the first powers of the 6’s) @,.=q@,°‘*, where 
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in virtue of presumptions above enunciated,! such a function may 
be expanded in ascending powers of y of the type 


A+By+My?, +Ny>... , 


with a coefficient M of such an order of magnitude in comparison 
with subsequent coefficients that, y being a small fraction, the 
first three terms of the expansion afford an approximation to the 
value of the function that is adequate for purposes like the present 
one. If a thesis like ours, not demanding numerical precision, 
is true of this approximation to the function, it is probably also 
roughly true of the function itself. 

Of course, it must be presumed that the functions with which 
we are concerned are of an ordinary character—not discontinuous 
or otherwise abnormal. For example, suppose one of our demand- 
curves to have the following extraordinary form. Ascending from 
zero price the locus is a vertical line, say as far as P-—it is the per- 
pendicular from P on the abscissa—in Fig. 2. From P the locus is 
a horizontal line, the perpendicular from P on the ordinate. In this 
peculiar case our first thesis would be fulfilled ; all the better, as 
there is avoided all dead loss—perte séche in M. Colson’s phrase— 
that is loss to the consumers, which is not gain to the monopolist. 
Also our second thesis would be eminently fulfilled ; for it would 
be in the power of the monopolist now to charge prices (b; and bs) 
by which not only one group of customers, but both groups, would 
have a bad bargain : Consumers’ Surplus being theoretically zero 
or practically only just above it. But our third thesis in this 
peculiar case would fail altogether. Peculiar as it may seem, this 
example is not essentially different from one which is at least 
suggested by very high authority—the Dupuit-Colson type 
referred to on a previous page,” if the attributes there designated 
a and B are supposed predicable in their strictest form. We are 
presented with the conception of the area within the demand-curve 
resolvable into a series of separate columns—as it were so many 
sacks standing upright, each of which the monopolist can deplete 
down to any point which it pleases him to fix.? 


q is a coefficient of the order unity. Substitute this value of @, for @, in the 
equation to zero of S, which is of the form 
S’ - A0, - Bo,***, 

where S’ is of the order 82, A and B are of the order unity; we find the required 
value of @, and therefore @, to be of the order of 6°. But FR is of the form 
R’ — (1+ B)w0,? —(1—8)w,2*** Therefore R’ - R” (the difference between the absolute 
and the relative maximum profit) is of the order B raised to the fowrth power. 

1 Ante, p. 285. 2 Above, p. 443. 

3 As I interpret, there is supposed to be reached a stage of analysis at which the 
ordinary properties of a demand-curve break down ; much as the soap-bubble breaks 
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To return to probable matter, if the discrimination is not so com- 
plete as to suspend the ordinary properties of demand-curves, the 
theory above propounded may be considered as evident a priori in 
our sense of the term. Accordingly it does not stand in need of 
specific verification. Nevertheless, as even in mathematics seeing 
is believing, as the temperament of Didymus is prevalent among 
those whom I wish to persuade, I have thought it worth while to 
verify my theory by showing that it holds good for several 
different laws of demand. For this purpose I select four functions 
which are in very common use throughout applied mathematics.! 
There is first (A) the one most used and most useful of all, to 
evaluate which requires only the operations of arithmetic up to 
and including Involution; in short, the parabola—the common 
parabola, if no higher power than the second occurs. An example 
of this law has already been given. But it may be well to 
consider a second example of a variety less favourable to our 
(third) thesis.?_ Next (B) we shall place a function which requires 
Evolution so far as the extraction of the square root. Next comes 


when the tenuity of the film approaches the dimensions of the constituent mole- 
cules. The distinguished economists who entertain this conception are aware of 
the impossibility of perfectly realising it in practice (ep. Dupuit, Annales des Ponts 
et Chausées, 1842, vol. i, p. 222; Colson, Cours, vol. vi, p. 38. Cp. p. 227, par. 2). 

1 The following table exhibits the functions which are employed in two forms: 
the first referred to the zero of commodity and the zero of price as origin, and 
abbreviated by putting x for z/a, where x is any amount of commodity and a is 
that amount of which the sale affords maximum profit to the monopolist, and 
likewise putting y for y/b (cp. above, p. 446, pars. 1, 3). For the secondary form of 
the functions the point of which the co-ordinates are x=1 y=1 is taken as the 
origin and the co-ordinates are respectively 

g=x-1(=(x-a)/a) 
n=y -1(=(y-)/d). 

There is added in a third column a coefficient corresponding to M in the 
immediate context (to w in the final Nos), a coefficient which must be positive and 
is presumably not a very small fraction. 
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(C) a function which is of wide application in physics, and even 
in economics has been frequently employed,! the logarithm. 
Then follows (D) the nearly related function, which is sometimes 
called the anti-logarithm.? I have experimented on these func- 
tions in the following uniform manner. I take a curve of the 
kind under consideration to represent the average law of demand, 
the half of the amount demanded at any assigned price, of both 
species of the commodity. To represent the demands separated 
by discrimination, I suppose this curve to be thus disturbed, or 
strained. To the value of x at any price, y, there is added the 
quantity B (x-a) to constitute 2,, the demand for one species 
at that price; and from the value of x there is subtracted the 
quantity & (~-a); where, as before, B is a (not large) proper 
fraction, a is the amount of commodity sold and B the price which 
affords maximum profit to the monopolist prior to discrimination. 
(The enunciation applies primarily to the tract of curve for which 
x is larger than a; for the tract beyond that point we may read 
a-z for x-a, and interchange the words “addition” and “sub- 
traction.”) The fraction B is in each case determined so as to 
render the increase of the price that is raised equal to 12} per 
cent. of the original price.* I now determine an index of the 
range of prices that are mutually advantageous—those Pillars of 
Hercules, up to which, as explained with reference to our Lemma, 
the two parties can travel concurrently. Only it is not always 
convenient to find the actual position of the Straits; it suffices to 
find a point, as it were, on the African shore, as in example A, 
or even as in the other examples, a rock at some distance from that 
shore, on the Mediterranean side of the Straits. The limits so 
understood are given in the first column of the subjoined table. 
I then determine the prices which make the monopolist’s profit 
a maximum, the (money-measure of) loss to the customers by 
the adoption of those prices, and compare the amount of that loss 
to the amount of the monopolist’s profit when maximised. The 
percentage given by that comparison forms the entry in the second 
column. Further, I find a pair of prices which, while not causing 
any loss to the customers, yet require the monopolist to forgo 
only a very small quantity of his (possible maximum) profits. 
The amount thus forgone, as a percentage of the total profit 


1 To represent the law of diminishing returns and the law of diminishing utility. 

2 The Napierian logarithm, being the ordinary logarithm multiplied by the 
constant 0°434. . . 

3 It might have been somewhat more elegant, but it would have been con- 
siderably more troublesome, to assign the coefficient 8 (as in the treatment of the 
Lemma) and thence compute both the changes of price, 
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obtained by discrimination, forms the entry in the third column. 


Though I have expended much labour on these calculations, 
yet, as they are long and delicate, I can hardly hope to 
have entirely avoided mistakes. Especially the decimals in the 
Table here following and the final and penultimate places of the 
decimal in the Table of Materials given in the Notes, are open to 
suspicion. But I am sure that the computation is quite accurate 
enough to verify propositions in Probabilities. 

Table! showing verifications of the three theses :— 

(1) Changes of price advantageous to both parties; per cent. of the 

price before discrimination. 











Law of | | 
Demand. - + a 3 
pn a I OR EERORCUREEED on momar en —— — - = —— 
A | 18°5 22°3 201 | 2°5 
a : 7 
B | 18 22 98 | 2°5 
_— + 7 aiece Pa | 
C | 18 22 200°5 | 1°15 
md | = : ee ae i ee 
D 20 : 24 309 | i ad 
| H 





1 The subjoined table presents the materials from which the table in the text 
is constructed, namely, 
B, the coefficient of discrimination ; 
(-H,, +H,) changes of price advantageous to both parties ; 
(-1'1, 7'2) prices rendering the monopolist’s gain by discrimination a maximum ; 
R’, the monopolist’s gain by discrimination when a maximum ; 
- 8’, the loss to the customers by discrimination when the monopolist’s profit 
is a Maximum ; 
(-7", n"2), prices in the neighbourhood of (-7',, n’.) at which the customers are 
neither gainers nor losers ; 
R”, the monopolist’s gain by discrimination when the prices are (-7’’;, nq). 
The prices are relative to the prices before discrimination ; the gains (and losses) 
are relative to the monopolist’s profit before discrimination. 
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(2) Loss to the customers by discrimination when the monopolist’s gain 
thereby is a maximum; per cent. of the monopolist’s maximum profit. 

(3) Percentage of maximum profit resigned by the monopolist to avoid 
loss to the custorners by discrimination. 

The table in the text is thus formed out of the materials. 

Column 1 shows H, and H, each multiplied by 100. 

Column 2 shows —S'/R’, multiplied by 100. 

Column 3 shows (R/—R"”)/R’, multiplied by 100. 


Is this multiplication of tests like using several triangles of 
different shapes in order to prove one of Euclid’s propositions 
relating to triangles in general? Or, rather, have we made a 
contribution towards ascertaining by induction, less roughly than 
is given by d@ priori evidence, a limit up to which for purposes like 
ours fractions may be treated as small?1 

Having secured this central position, we can now easily 
extend the territory subject to our laws ; removing limitations by 
which it has hitherto been circumscribed. 

So far we have supposed that prior to discrimination the two 
categories of consumers were equally important to the monopolist, 
the amount demanded by each at the single price being the same. 
Now let us recall this assumption; and, beginning with the 
Lemma, suppose that at the price b (= PQ in Fig. 2) the amount 
demanded by one group of consumers is a(1+), while the amount 
of the other species demanded is a (1-2). The first demand 
corresponds to FP; in the figure if @ is positive, the second to RP, 
(P,\P=PP,=aa=a, if a=1). If the specific demand-curves con- 
sisted respectively of the lines joining B to P; and Pg, (and pro- 
duced) there would be no discrimination; the two new prices 
would be identical with the old price, b. But we are to suppose 
that the dotted lines—not now passing both through P, but one 
through P,, another through P,—are so inclined as to cause a 
dissilience of prices when the constraining condition that there 
should be only one price for the whole class is removed. Is it 
now probable that the consumers as a whole will suffer by the 

1 Compare Mr. Bickerdike’s observation with reference to his theory of 
‘* incipient taxes” (ECONOMIC JOURNAL, 1907, p. 101), ‘‘ Rather strong assumptions 
have to be made as to the elasticity of foreign demand and supply if the rate of the 
tax affording maximum advantage is to come below ten per cent.” 

As I understand (cp. Economic JournaL XVIII, p. 399 e¢ seq.), the quantity 
with which the writer is concerned, the net gain to the home country consequent 
upon a small customs-duty, takes the form La - Mz?::-:; where L is proportionate 
to the amount of commodity taxed, z is the rate of taxation per unit of commodity ; 
M is such a coefficient as the M described in our text. Oras LZ must be considered 
as varying with a=say L’- Nx*-:, we may write the quantity under consideration 
L’ — M’x? (M’=M+N). The value for which this expression is a maximum (approxi- 


mately 4Z’/M’) is probably much smaller than tne limit up to which the expression 
is positive. 
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monopolist’s using his power of discrimination so as to make his 
profits a maximum ? 

Common-sense will perhaps prejudge this question ; pointing 
to instances in which a railway manager may afford a special rate 
to exceptional classes of travellers (excursionists and so forth). If 
the general scale of rates is not disturbed by the favour granted 
to the occasional passengers, if the one species is advantaged and 
the other is not affected, there must result advantage to the class 
as a whole. 

Doubtless, I reply, in the extreme case of inequality where the 
demand of the class favoured by discrimination was so small prior 
to the discrimination as not sensibly to affect the rates fixed for 
other classes; for instance, the demand of the workmen for the 
use of the foot-bridge in the second of the illustrations above 
cited from Dupuit.1 But we are not now considering extreme? 
cases, but cases in which a—the measure of inequality—is a 
proper fraction and primarily at least a small one. For instance, 
in the first of Dupuit’s illustrations, suppose (what was, perhaps, 
not his meaning) that of the ten hectolitres of water which are 
demanded when the (single, undiscriminated) price is 10 francs 
per hectolitre per annum, six are required for internal use and 
four for external use ;* and that both demands expand when price 
falls. In such a case are the consumers as a whole likely to 
suffer by discrimination? The answer given by mathematics to 
a question in the theory of Monopoly is often not that which is 
expected by common-sense. 

As before, let us put &,, & for the proportional or relative 
changes in demand respectively consequent on the relative changes 
of price 7; and 42. Then we may write 

,= —a—(l—a+f),, 
E,=+a—(1+a—8)m,; 


simpliciter in the case of the Lemma, or with the addition of terms 
involving second powers of the ’s to fit the more general type. 
Forming the general expressions for the Monopoly Revenue and 
the Consumers’ Surplus we find that, as long as @ and B 
remain small fractions, the triple thesis is fulfilled nearly as well 
as when we dealt with B only. Now, likewise, as either of 
the coefficients becomes large, the second thesis, that the 
monopolist tends to fix a set of prices prejudicial to the customers, 
ceases to be qualified by the third thesis, that his interest in their 
detriment is small. The second hypothesis retains some 


1 Cp. above, p. 442. 2 Cp. ante p. 284 et seq. 3 Above, p. 441. 
4 See observations on the Lemma above, p, 450, par. 2. 
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probability even when the coefficients are considerable; in the 
absence of knowledge that the forms of the functions with which 
we have to deal—the higher powers of the variables which now 
come into play—are unfavourable to the thesis. We are, of 
course, here, as throughout, contemplating the money-measure 
of Consumers’ Surplus; not taking into account that the con- 
sumers on a small scale-may be the poor and needy. 

If it is given that @ is very large (nearly unity) then the 
exception’ enounced in connection with Thesis 2 occurs. 
But if nothing is given about the coefficients, then we may still 
affirm the thesis in a certain d priori sense.2, No doubt this kind of 
probability is not so useful as that which obtains when it is given 
that conditions favourable to the theses, such as the smallness of 
both @ and 8, are realised in the particular case with which we 
have to deal. 

These considerations are readily extended to the general case.° 

A further extension of our laws is effected by removing the 
condition that the commodities in which the monopolist deals 
should be, like the mineral waters in Cournot’s classical illustra- 
tion, unaffected by cost of production. First, let us make the 
simplest supposition, that there is a uniform cost of production 
for all articles of the class considered without regard to the species 
into which it may be discriminated, or to the total amount pro- 
duced. This simple case may be represented by measuring in 
Fig. 2 the net price on which the monopolist’s profits are 
calculated, no longer from the abscissa, but from a horizontal line 
at a distance from the abscissa, say Ow, which represents the cost 
of production per unit. The position of maximum profit (prior to 
discrimination) will now be given by bisecting a and 8, instead of 
OA and OB. The units of the system being the same as before, the 
price and amount will not now be each unity. Or if we take the 
new price and the new amount as the units (in which lengths on 


1 This exception deserved to be specified on account of its importance in 
practice; the attribute by which it is defined—the ratio between the amounts 
demanded before discrimination—being commonly capable of identification. 
Theoretically, other exceptions have a right to be enounced ; for instance, the case 
when 8 is (known to be) large, or y (below note 3), or w small (final Norte). 

2 Compare the argument employed in the Economic JouRNAL, 1908, p. 551. 

3 In general there may be any number of coefficients of discrimination in 
addition to the a and 6 which have been introduced. Prior to discrimination let 


&(=a/(a-1)= —n+An?+pn?+ yt sss 


After discrimination 
y= ta -(148)n, + (L&y)An,? + (1+3)um;" eee 
&= Fa-(1FB)ng+ (1 y)Ang?+(15)un,* °°": 
M. Colson employs largely an equivalent construction. 
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the axes are respectively measured), the demand-curve referred to 
the new position of maximum as origin is no longer §= - 4, but 
& = - qn, where q is a coefficient greater than unity.!_ The essential 
character of the reasoning is not altered by the modification of the 
data. Nor is that character altered when, instead of k,x,+ kore, 
representing the total cost of producing the quantities of the 
specific commodities 2; and 22, at the respective rates per unit 
k, and ka, we have to add a term such as +1,x7;2+l,a.2 ;2 where the 
positive sign corresponds to the law of diminishing returns, the 
negative sign to the law of increasing returns ; nor when we add 
a term such as —l»xy,3 corresponding to joint cost.‘ 

The reader will observe what a subsidiary réle is here assigned 
to joint cost; which some distinguished writers on Railway 
Economics seem to emphasise as the principal cause of discrimina- 
tion. Joint cost is no doubt favourable to discrimination; but 
there is a more essential condition, unity of management, 
monopoly.°® 

A further extension is effected by removing the condition that 
the specific demands should be uncorrelated. The character of 
the reasoning is not essentially altered by this alteration in the 
data. ‘The principal difference in the result may thus be ex- 
pressed. Whereas previously the amount of profits which the 
monopolist must forgo in order that the customers should not lose 
or should even gain by discrimination was (approximately) a 
quantity of the form A9,’+ Bé,’, where A and B are coefficients 
of the order unity (roughly speaking), 4; and 4: are of the order 6° 
(8 being a small, or rather not large, fraction) ; now there is added 


1 If k is the cost per unit in the new notation according to which the value 
of x and the value of y which afford a maximum under the new circumstances are 
now taken as units; then g may be deduced from the condition that (1+£)(1+7)- 
k(1+é),=(1-k)+n-9n -qn?+kqn, should be a maximum when =0, n=0. Whence 
it is deducible that qg=1/(1— ). 

2 The ‘‘/’s,” as well as the “ k’s,” being positive. 

3 1,, being positive. The proposition is, of course, equally true when this 
coefficient is negative; that is, in the less frequently specified case of rival pro- 
duction (cp. Economic Journal, vol. vii, p. 54, par. 1). 

4 Nor when higher powers of the variables occur; with the usual assumptions as 
to the magnitude of their coefficients, 

5 It may be objected that discrimination arises without monopoly in the case of 
large establishments; for instance, when an hotelkeeper discriminates between 
wines of different species, though his profits are subject to competition with other 
hotelkeepers. But I submit that he can practise discrimination just because he enjoys 
a certain degree of monopoly. If the wines were sold separately by open competition, 
if there was on the spot a sherry-market and a port-market, the prices paid by the 
customers would each of them—instead of as now on an average, summed up in the 
hotel-bill—conform to the cost of production. 
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to this expression a new term of the same order as the others, 
C0105. 

I need not point out in detail that most of the propositions 
above predicated of the Lemma and the simple type are true of 
the generalised conditions. Enough has been said to show that 
these propositions hold good through a wide range of circum- 
stances, with as much trith as can be expected of a theory which 
belongs at once to Mathematical Economics and to the Calculus 
of Probabilities. Indeed, I am disposed to claim for the theory 
a greater degree of practical importance than can generally be 
ascribed to those branches of study. 

Mathematical economics serve generally to present compre- 
hensive views as to the interdependence of variable quantities, 
rather than to solve particular problems; as Professor Pareto has 


1 Let us begin with the simple case of linear laws of demand, amounts of the two 
species demanded before discrimination equal, and no cost of production. Let 
2, Y, denote the quantities demanded after discrimination at the prices y,, y,; and 
let x,;=2,/a, y;=4;/b, X.=%_/a, Yo=Yo/b, where b is the price before discrimination 
and a, half the quantity demanded at that price. We have now x,, and likewise x,, 
a linear function of both the y’s. As thus: 

X, =P — HY1— 1Y25 X2=P2- 2¥o- 72Y1- 
These coefficients are subject to certain conditions. The expressions for y, in terms 
of x, and x, and likewise for y,, must be such that 
_aU _aU , 
> ae’ ar 
where U is a function of x,, x, representing (the money-value of) the utility obtained 
from the consumption of the quantities of commodity x,, x, Whence it is 
deducible that 7,=7,=, say,p. If now we put x,=1+é, x,=1+% y=l+n 
Yo=1+ 7, we have 
&= — Um — PN 
f= — pm — FM 
Whence R,=x,y, —-1+X2y,-1, 
=,(1- 9) — p) + 12(1 — G2 — p) + Em + bono 
Now when 7, is constrained to be equal to 7, that is before discrimination when 
there is only one price for both species of commodity, say, 1+”, we know by 
construction that R is a maximum when 7=0. Equating the coefficient of » to 
zero, we have 2 -(q,;+42)- 2p=0; 4 +4,.=2-2p; say, 9,=1+B-p, q.=1-B-p. 

Substituting the equivalents for g, and q. in the above-written expression for 
t, &, we have now to determine the values of 7, and », for which R is a maximum. 
They prove to be n’,= —4A(1-8)/A, n'.= +48(1+8)/A; where A=1-f?-2p. (The 
corresponding values for ~ are as in the simple case, ?’;=48, t’,=-48.) These 
values are now to be substituted in the expression for S, that is the difference 
between the consumer’s surplus as it is after discrimination and as it was before, 
that is the difference between U - x,y, — X2yq, a8 it is when we put for the x’s and y’s 
their values in term of the ?’s and 7’s (x,=1+4&, etc.), and what it becomes when 
we put for each of x’s and y’s unity. Substituting and reducing we have the 
expression for § in terms of the ?’s and n’s. Substitute in this expression the above- 
written values of 7’, and 7’, (¢’; and ?’,), and there results as before the value of S’ 
proportional to the second power of 8. The reasoning may thence be pursued on 
the lines traced in the note to the typical case (above, p. 452). 
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recently pointed out in this JourNAL.' But I submit that there 
is an exception to this general limitation ; that mathematics play 
a more direct part in the theory of monopoly. What if an excep- 
tion should be formed by the application of the preceding theorems 
to one of the doctrines propounded by Professor Pareto himself— 
not certainly a particular problem, yet a general view which 
purports to be of direct practical significance. I refer to his argu- . 
ment directed against Socialism, that at best it would not essenti- 
ally alter the distribution and production of wealth. ‘Economic 
goods will be distributed according to the rules which we have 
discovered in studying a régime of competition. . . .” “Prices 
reappear,” or “will at most change their name.”* But we have 
seen that a regulated discrimination of prices, such as might con- 
ceivably be practised by a Socialist Directory, but is not possible in 
a régime of competition, tends to increase the sum-total of utility. 
A conception still less familiar to popular Socialism is suggested by 
what may be called the external case of our theory, that which 
is presented when “monopolist” is interpreted to mean sole 
buyer. The suggestion is that to discriminate between labourers 
on grounds other than efficiency—not always to pay the same 
wages for the same amount of work done—might diminish the 
“dead loss” of Producers’ Surplus which the contrary policy 
involves.® 

But if this advantage is either of a negligible order in relation 
to the stupendous consequences of a Socialist revolution, or is 
over-balanced by the liability to enormous abuses; may we not 
hope for a less precarious application to a more familiar kind of 
monopoly, the control of railways and generally public works? * 
That hope is justified by experience. For the mathematical prin- 
ciples on which our reasoning is mainly based are actually applied 
under the skilful direction of M. Colson to the railway policy of 
France. Such is the proposition that a small reduction of price, so 
small as to cause a very small sacrifice of profit to the monopolist, 
is likely to be attended with considerable relief to the customers. 
Our third thesis but superadds to this received proposition the 
following one :—In the case of discrimination (in certain not 
unusual circumstances) the relief to the customers afforded by 
a small sacrifice of the monopolist’s profits is likely to be so 
considerable that they will be gainers, or at least not losers, by 
the introduction of discrimination. 

1 In his appreciative tribute to the memory of Walras, March, 1910. 
2 Cours d’ Economie Politique, p. 1014 and context. 


3 Above, p. 453, ef passim. 
4 In the sense of the term in which it is employed by M. Colson. 
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It is true that these propositions are but probable; liable to 
failure in particular cases. But we are not altogether dependent 
on the more precarious kind of 4d priori probability, that which 
is exemplified by the predication of our second thesis! in the 
absence of data as to the extent and elasticity of demand. Such 
data would often be available sufficiently to show what case we had 
to deal with. The sun of. full knowledge may illuminate part of 
our course. There may be enough of that daylight to enable us 
at least to select the proper path ; which may then be pursued in 
safety by the starlight of Probabilities. 


Note.—On certain coefficients. The first differential coefficient of a 
monopolist’s profit have an interesting relation to the elasticity of his 
customers’ demand. The former coefficient may be written, in our notation, 
when there is no cost of production, 

2+-yt@ = (1 + Y a) =a(1 -¢) : 
dy a dy 
where e is the elasticity as defined by Professor Marshall (Principles of 
Economics). When cost of production is taken into account the expression 
becomes «(1—c—e); where c is the cost per unit. 

This proposition may be employed to prove the theorem above enounced 
(p. 449), that when a monopolist discriminates between different species <f 
custom, subject to the conditions that the subtraction from (or addition 
to) the benefit of his customers as a whole should be nil, or have any other 
assigned value, the elasticity of demand is the same for the different species 
which are discriminated (cost of production being null or constant). For 
consider the Consumers’ Surplus, say W, as the difference between the 
money-measure of the utility resulting from the consumption of the com- 
modities, and the purchase-money thereof, we have, in the case of two 
species of commodity, 


r * *, y, LA 
sd =| 0 mt i] as ile a7 Vo, = — | 0 mi — J pe 


Likewise the profit of the monopolist, say V, is, in the absence of cost of 
production, 7,y,+2,y,. Now the quantity which the monopolist aims at 
maximing is V+AW; where A is the indeterminate coefficient proper to 
problems of relative maximum. We have accordingly 


d a ‘ 
ae W)=0: de (V+AW)=0 


whence ¢,=1—A=e,. The proposition continues to hold good when the 
cost of production per unit is a constant other than zero, but loses its 
simplicity when the cost (per unit) involves the variables. It may be 
remarked that the property of equal elasticities is also characteristic of 
another kind of discrimination which may seem particularly suitable for a 
State Monopoly to practise, namely, that regulation of prices which has for 
its object the maximum benefit to the purchasers as a whole, consistent 
with the retention by the monopolist of a fixed profit—a fixed amount, or 
a fixed percentage of the output, that is of the cost of production, supposing 
cost to be constant. 


a Above, p. 459. 
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The affinity between elasticity and the increment of monopoly profits 


extends to the second order of differentials. Putting V=ay we have 4 = 


a dy 

(or is it more elegant to write a ?)=1~-—e (for any value of the variable). 
; 1 2V de ee : ; dV 

Accordingly, a dy = ~ dy? at the point of maximum, since then dy = 0. 


; ; , de 
This coefficient, or rather its negative, namely ay’ is identical with our o 


which, as will have been observed, plays an important réle in the theory 
of monopoly. (Mutatis mutandis when cost of production enters.) The 
coefficient w is necessarily positive and presumably not (often) very small. 
The smaller it is, the sooner, as we continue to increase the degree of 
discrimination, the extent to which prices are varied, in the limit reached 
at which our third thesis breaks down. Thus in the second of the two 
parabolas above instanced, a smaller value of 7’, (8 and — 7’) will cause the 
third term of the expansion to become comparable with the second in the 
case of the second parabola, for which » = 3, than in the case of the first 
parabola, for which = 8, 


The smallness of » likewise causes trouble in the exemplification of the 
theorem that the tax on one of two monopolised articles for which the 
demand is correlated, may result in the fall of both prices. The range 
within which fractions of maximum monopoly profit may present this 
remarkable property is restricted by the conditions that @,, 9, @, @, —py2 
should each be positive. The last of these conditions was not attended 
to in the example given in the text (ante p. 298). There is there instanced 
a fall of both prices which is more profitable to the (taxed) monopolist 
than the maintenance or increase of the original prices. But in order to 
make sure that there is not a still more proiitable position, at which one 
at least of the prices is higher than originally, there is required some addi- 
tional postulate as to the form of the surface representing the monopolist’s 
profit. We should be quite within our rights in making such an assumption 
—the rather as some modification of the simple algebraic functions adopted 
must be supposed ultimately to set in (ante p. 303, par. 2). But as remarked 
in a note, when it was too late to alter the text without more urgent 
reason—a better example would have been formed by a lower rate of 
taxation (p. 298). For instance, in the case supposed, let there be imposed 
a tax of 1s., more exactly 1s. 3d. per first-class ticket (theoretically ‘05157 
£1, that being the tax which causes an increase of third-class passengers 
from 200,000 to exactly 214,000—for convenience of calculation, I 
started with the addition to the number of passengers, not with the rate of the 
tax). Then, I find, the monopolist’s profits will be at a (genuine) maximum 
when the first-class fare (originally £1) is reduced by over 33d. and the third- 
class fare (originally 10s.) by about the same figure. 

One more coefficient calls for one more remark: elasticity, in the 


popular sense, that is F’ (p) in Cournot’s notation, * in ours. The sort 


of reader who is content with this usage may be apt to think that the 
distinction (ante p. 290) which we have emphasised between elasticity and 
the increment thereof is a refinement of no great practical importance, 
that what is true of the increment is true enough of the quantity supposed 
to increase. It may be well, therefore, to point out that between the 
increment (first differential coefficient) of a variable and the variable itself, 
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there may be all the difference that there is between the velocity at which 
a body is moving and the distance through which it has moved. Contrast 
the following propositions :—(1) The higher the speed of a motor car the 
greater is the danger of accidents; (2) the longer the distance (from any 
fixed point) that a motor car has travelled (at whatever rate), the greater 
is the danger of accidents. The former presumption could doubtless be 
verified by the statistics of accidents. Governments are well advised in 
making regulations based on this presumption. But what should we think 
of an expert who advised Government to discourage motorists from travelling 
beyond a certain distance from, say, New York, in order to prevent accidents ? 
That advice would be of a piece with the theory which predicates of 
elasticity what is true of the increment of elasticity. No doubt it may 
be a proof of great natural ability to approach and half discern the truth 
in such a matter without the aid of the appropriate mathematical con- 


ceptions. 
F. Y. EDGEWORTH 





Must INVENTIONS REDUCE THE RATE OF INTEREST? 


In his profound work on the Rate of Interest, writing of the 
effect of inventions, Professor Irving Fisher says :—‘‘The effect 
in raising interest lasts only so long as the resulting income- 
stream is sufficiently distorted in time and shape to be of a 
decidedly ascending type. . . . later, however, there will come a 
time when the income-stream ceases to ascend, when all the 
necessary investment has been completed, when no further ex- 
ploitation is possible, and when it is only necessary to keep up 
the newly constructed capital at a constant level. When this 
period is reached, the after-effect of the invention will be felt. 
Society will then have a larger. income-stream than before, but 
no longer an ascending one. A mere increase in the size of the 
income-stream, while its shape remains constant, has the effect, 
as we have seen, not of increasing, but of somewhat decreasing 
the rate of time-preference. Consequently the after-effect of all 
inventions and discoveries is not to increase but to decrease the 
rate of interest.”! I shall argue that inventions and discoveries 
need not cause a diminution of the rate of interest ultimately. 

The doctrine that time preference falls as income rises, 
that is to say, that the proportion of income saved at a given 
rate of interest rises as income rises, is derived from the 
proposition that when people are very poor they either cannot 
save or are strongly tempted to act irrationally and save 
insufficiently. Were it not for the disturbing effects of poverty 
Professor Irving Fisher would hold that time preference is 


1 The Rate of Interest, pp. 203-204. 
No. 79.—vob. Xx II 
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independent of income. We may, therefore, proceed on the 
assumption that it is, and make allowances for the disturbing 
effects of poverty as we go on. Apart from these effects, 
Professor Irving Fisher holds that inventions in the long run 
cannot affect the rate of interest. I, on the contrary, contend 
that, on the evidence adduced, they are as likely to raise it or 
lower it as to leave it unaffected. 

That invention may ultimately magnify interest is suggested 
by the following considerations, when we suppose, for the sake 
of simplicity, that money is borrowed only for productive uses. 
Invention may intensify or extensify demand for capital, and 
altogether alter the shape of the demand curve for capital. It 
might enormously raise the marginal utility of the amount of 
capital used before the invention, without appreciably affecting 
the utility of more initial increments of capital, and the marginal 
utility might remain high for much additional investment. That 
is to say, prior to the invention the demand for capital might 
have been highly inelastic just before the point of equilibrium, 
and the invention might have had the effect of substituting for 
this inelastic part of the demand curve a highly elastic curve. If 
we investigate this case mathematically, we shall find that the 
rate of interest would rise, as one would naturally suppose. The 
proof is furnished below. 

1 Let 
i = Original rate of interest. 

Original amount saved per annum. 
Additional amount saved after the invention if interest continues to be 7. 
Capital used when saving is s. 
Additional capital used when saving is s+s’. 
ry = Annual aggregate value of c less ci. 
r’ = Annual aggregate value of c+c’ less r+ic+c’). 
Case I.—If income is the annual aggregate value of capital then, ex hypothesi 
_ ae. 8 
r+r+(ct+c)jt ~ s+s’ 
and, because the annual amount of replacement is proportional to the amount of 
capital invested, 


wou a 


aon ®& ee 


c+ec’ $+8’ 


c 
=e. 
c 
Now, as the demand curve for capital before the invention might have dropped 
almost vertically to the position of equilibrium when s was saved and the invention 
might cause it merely to approximate to the horizontal for a time instead of thus 
dropping, the marginal value of capital could be at the limit when s +s’ was saved 
bi. 
c 


, 
=itn A= r (see above). 
c c 


And obviously, in the limiting case supposed, for the extent of investment for 
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Without recourse to mathematics, it will readily be seen that 
inventions could cause a considerable shrinkage of the rate of 
interest, for their effect might be to intensify the initial industrial 
demands for capital, and leave the marginal utility of capital less 
than the old rate of interest, when an amount of capital was 
supplied which maintained the old rate of time preference. In- 
deed, the rate of interest might conceivably drop to zero. It is a 
corollary from this reasoning that the quantity of capital used 
might be reduced by the adoption of new inventions. This could 
be guessed at once, inasmuch as new inventions might enable a 
community to derive the old product from much less capital than 
before. 

These results are so diametrically opposed to Professor Irving 
Fisher’s dicta that one is compelled to inquire more closely how 
his dicta can be justified in any degree. To justify them we must 
make an assumption concerning the effect of inventions on the 
demand for capital. The character of this assumption depends 
upon the view taken as to the possibility of obtaining any income 
without capital, but it is only when we suppose that no income 
is obtainable without capital that the character of the assumption 
seems at all plausible. In that event it states that the marginal 
value of capital is a constant for the amounts of capital associated 
with the savings from different levels of income which keep time 
preference constant.1. In other words, it is assumed that inven- 
tions simply extend or pull out the industrial demand for capital, so 
to speak; that they can be regarded as adding proportionally to 
the quantity of capital from which each degree of value implied 
which the marginal value of capital is itt, time preference (or the supply price of 


capital) will be 2; but as the marginal value of capital falls below i+ ”, time pre- 
c 
ference will rise above 7. Hence new inventions may increase the rate of interest 
ultimately, and considerably since ” may be large. 
c 


Case II.—If some income is obtained without capital our original equation 


becomes 
__ k+r+e u 8 
kertr+(ereyi sts’ 
k standing for the income obtainable without capital. 
It follows that when s +s’ is saved the marginal value of capital in the limiting 


case must be greater than i+” by an amount k and consequently that the rate 
c c 


of interest will rise higher than in Case 1. 
1 If y=f(x) expresses the original demand price for capital and y=4(«) is the 
new demand function, the assumption is 
8(x)=f(na). 
Where ” means the ratio in which income is increased by the invention when the 
marginal worth of capital is as before. 


EES 
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in a demand curve can be secured. But this supposition is 
obviously inconsistent with facts. For instance, when in early 
stages of civilisation the plough took the place of the spade, the 
initial part of the demand for capital must have been raised to a 
higher level. Possibly Professor Irving Fisher’s implied 
assumption is merely that we may adopt such a conception of 
the effect of inventions on the demand for capital in the absence 
of exact knowledge. If, however, this is the correct reading of 
his theory, the passage quoted at the beginning of this article 
ought not to assert more than a probability; and it would not, 
of course, follow that the same rate of interest was more probable 
that a higher or lower rate, apart from the disturbing effects of 
poverty, and apart from the question whether any income is 
obtainable without capital, which I do not propose to enter into 
here. 

Nevertheless, I venture to prophesy that inventions in the 
future will depress the rate of interest, for one reason, because I 
imagine that a great number of them will take the form of 
improvements which will enable a unit of capital applied to a 
certain purpose to turn out more than it does at present; that is 
to say, because I think that many future inventions will cut out 
links from the roundabout productive process which, according 
to Dr. Béhm-Bawerk’s conception, is involved in the use of 
capital. In this paper I argue merely that it cannot be 
demonstrated from pure theory that inventions must of necessity 
force down the rate of interest or keep it constant. 

The foregoing discussion suggests to me certain comments on 
Professor Irving Fisher’s brilliant and usually convincing exposi- 
tion. The central fact of interest, he says, is “time preference.” 
It is as true to say that the central fact of value is ‘‘commodity pre- 
ference.” What he calls the “marginal rate of return on sacrifice ” 
is, I should contend, just as central a fact in a modern community 
in the determination of interest as cost is in the determination 
of value. This “marginal rate of return on sacrifice” is a mea- 
sure of the marginal productivity of capital when the latter phrase 
is properly interpreted. What “the marginal productivity of 
capital”? should mean to modern theorists who use the term to 
indicate one of the determinants of interest is the difference 
made to income by the application of an additional increment of 
capital to production. What is meant by “applying capital to 
production”? need not be defined, I imagine. Professor Irving 
Fisher says, rightly, that “capital-value does not produce income- 
value,” and points out that the rate of interest determines the 
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value of capital. In these statements he is drawing attention to 
economic phenomena dealt with by Dr. Marshall under the head- 
ing of “quasi-rents.” They do not prove that the productivity 
of capital, properly defined, has no bearing on interest, as Pro- 
fessor Irving Fisher admits. The fact is that when industry 
is not saturated with capital, fresh capital is devoted to produc- 
tion in the expectation, sometimes realised, that over a period of 
time it will result in additions to the product, the sum of the 
undiscounted values of which will exceed the value of the capital 
applied. The degree in which the former sum will exceed the 
latter depends, of course, on the quantity of capital applied. 
Naturally, after its investment, the value of capital suffers muta- 
tions according to the expected yield of the newly-invested 
capital; hence, as I have said, the doctrine of quasi-rent in one 
of its aspects. It must be conceded, of course, that if there were 
no such thing as using capital industrially, interest might arise 
through the borrowings of members of the community from one 
another. But in the same way things acquire exchange value 
through exchange when they can no longer be produced; and 
yet we are not mistaken in saying that under ordinary condi- 
tions cost plays a part in the governance of value as well as 


demand. 
S. J. CHAPMAN 





Depreciation: The Surveyor’s versus the Accountant’s Stand- 
point. 


A creat deal has been written from time to time from the 
accountant’s standpoint regarding the depreciation and the mea- 
surement of the expired outlay on productive plant—including, 
of course, buildings—but little investigation of the aspect in which 
the matter presents itself to the surveyor has hitherto been made. 

By depreciation is meant the depreciation for arriving at the 
net profit rental, and not the selling value. It is also necessary 
to add that not even a rough estimate of actual depreciation can 
be made from theoretical considerations only, unless all the cir- 
cumstances may be considered as absolutely normal. 

The following are the principal methods used by accountants 
when dealing with depreciation, viz., (1) equal fraction of original 
cost method, (2) percentage off reducing balance method, (3) 
annuity method, (4) sinking fund method. The first two are 
those in most general use, but neither of them can be regarded 
as anything but convenient methods of “writing off.” The latter 
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of the two, indeed, violates in a marked degree the elementary 
principle underlying the depreciation of all kinds of plant, and 
the former does so to a lesser extent. Elementary experience 
teaches that rate of depreciation must necessarily increase with 
the age of the plant. Hence the second of the above methods, 
according to which the rate of depreciation is greatest when the 
plant is new, and gradually diminishes, must be very far removed 
from actuality ; whilst the first method, in which the depreciation 
is constant throughout the life of the plant, is also necessarily 
erroneous. Similar results are attained by the use of the third 
and fourth methods, except in so far as the interest from invest- 
ments is really received under the sinking fund method, whereas 
it is a mere fictitious entry under the annuity method. These 
last two methods, however, probably represent the actual depre- 
ciation far more truthfully than either of the first two. 

Putting aside all extraneous circumstances affecting the value, 
it is proposed here to consider how depreciation may reasonably 
be expected to take place in productive plant under normal con- 
ditions. 

Elementary experience, as we have said, teaches the surveyor 
that the older the plant is, the greater is the rate of increase of 
depreciation. The matter would be, perhaps, best treated by 
graphic representation. Now there are innumerable curves which 
would fulfil this condition, but, if a further condition is added, 
then the class of curve may be fixed. Hence in laying down this 
further condition, the assumption which accords most closely 
with actual experience should be adopted. Now the following 
conditions suggest themselves :— 

(1) That the tendency to fall in present value is in direct rela- 
tion to that proportion of its limited economic life which has 
expired. 

(2) That the rate of increase in depreciation is proportional 
to the total depreciation itself. 

(3) That the rate of depreciation varies as the ratio of the age 
to the value at that age, or varies directly as the age, and simul- 
taneously inversely as the value. 

(4) That the rate of depreciation varies inversely as the value. 

(5) That the rate of depreciation is more rapid than the age, 
and varies as the square of the age. 

These conditions are all represented by various well-known 
curves. The first is the vertical parabola; the second, the 
logarithmic curve; the third, the ellipse; the fourth, the hori- 
zontal parabola; and the fifth, the cubic parabola. Possibly no 
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single curve represents the manner in which depreciation actually 
occurs, even in any one kind of plant. In the following tabular 
statement, which exhibits the depreciation which would follow from 
the adoption of several curves, the economic life has been assumed 
in all cases to be one hundred years, only in order that the depre- 
ciation may be shown as a percentage. The table shows rate 
of depreciation, not accumulated depreciation. Curves 1, 2, and 
6 are, perhaps, nearer the ideal than any of the others. 





























1 2 3 4 5 6 
Parabol Logarithmic : Pavahole Cubic Logarithmic 
Years. | (vertical). GF” Ellipse. (uorinontal). Parabola. | ig. 39 9). 
0 0 0 0 0 0 0 
10 1 34 4 5 to 4 
20 4 8 2 11 pt 9 
30 9 13 5 16 3 144 
40 16 194 8 22 6 214 
50 25 27 13 29 124 29 
60 86 37 20 37 214 39 
70 49 48 29 46 34 50 
80 64 62 40 55 51 64 
90 81 719 56 68 73 80 
100 100 100 100 100 100 100 

















It is not difficult to show that, if a leasehold insurance policy 
is taken out with regard to the life of any kind of productive 
plant, the amounts to which the annual sinking fund or premiums 
will roll up, at any assumed rate of compound interest, at the 
end of each year, will, if represented graphically, lie on a 
logarithmic curve. The curves which result from assuming 2 per 
cent. and 1? per cent. respectively, are shown in the table above, 
and the reasons why these two particular rates of interest have 
been selected will be apparent later on. 

Reverting again to the methods used by accountants, it is 
worthy of note that the “percentage off the reducing balance 
method” is also represented graphically by a logarithmic curve. 
This method is advocated by Mr. Ewing Mathieson in his book 
on Depreciation of Factories. In it he gives, as an example, 
buildings erected at a cost of £10,000, and he takes 14 per cent. 
annually off the reducing balance. In this way he arrives at a 
sum of £6,355 as representing their value at the end of thirty 
years. Now the equation of the logarithmic curve is y=d? :— 
where 2=number of years; y=value at end of x years; and 
d=1-i, where i=interest on £1 for one year, or 7/100. Then 
log y= logd. In this case x=30, andd="985. Hence log y= 
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T’803089 or y=*6355. Mathieson’s curve is accordingly logarith- 
mic; but, as the rate of depreciation assumed by it is, contrary 
to actual experience, a gradually decreasing one, his curve should 
be turned upside down and reversed end for end to arrive at the 
curve representing our second suggested condition, which, if 
not perfect, does not, at all events, violate an elementary principle 
in a striking manner. 

It is clear that the depreciation given by Mathieson’s curve 
is far too great near the commencement of the life of the plant, 
and far too little near the end. If accountants, when employing 
the sinking fund method, were to take the sinking fund as accumu- 
lating at 2 per cent. or 1¢ per cent. instead of 3 per cent., the 
result would approximate closely to the probable actual deprecia- 
tion in a great number of instances, but 3 per cent. is usually 
taken, and the similarity is thereby destroyed. Suppose, for 
instance, that a leasehold insurance policy is effected with regard 
to a new house with a probable economic life of, say, a hundred 
years. It is then interesting to enquire whether the surrender 
value of that policy at any given date bears any relation to the 
probable depreciation which has taken place in the house up to that 
date. The terms of surrender value granted by the leading insur- 
ance companies who cultivate the business of leasehold insurance 
policies show wider discrepancies than might be imagined, but 
they generally amount to approximately a return of the premiums 
plus nearly 2 per cent. compound interest as a guaranteed mini- 
mum. The surrender value is usually considerably less if it is 
asked for during the early years of a policy than if not demanded 
until later, but, in any case, the fact that the minimum surrender 
value mentioned corresponds fairly well in a great many cases 
with the depreciation which might have been expected to take 
place, is only a coincidence, since the former is founded solely on 
actuarial considerations. 

F. OLIVER Lyons 





THE Poor LAw CONTROVERSY. 


THE Royal Commission on the reform of the Poor Laws gave 
to the world, rather more than a year ago, a mass of information 
and two reports, each embodying recommendations for the 
thorough and complete reconstitution of the existing system of 
relief and of the machinery for its administration. After a 
period of exceptionally active discussion, in which the Majority 
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and the Minority Reports have been canvassed up and down the 
country in a manner that testifies at least to the popular interest 
in social questions, three fairly well-defined groups of opinion 
have been formed as to the best lines of advance. Whatever may 
be the nature of the eventual legislation on the subject it is 
likely to embody the results of a compromise between two or 
more of these groups. ; 

Each group is identified with a theory and a purpose that 
differentiates it from the others. Moreover, the differences have 
a wider significance than in their bearing on the Poor Law alone. 
They run through the whole range of social politics. It is for 
this reason that the present controversy is recognised as forming 
a turning point in our social history. For this reason also each 
group has thought it necessary to adopt an organised method 
of advocating its beliefs. 

The group representative of thorough-going individualist 
opinion, holding to “the principles of 1834” in their simplicity, 
finds expression in the publications of the British Constitutional 
Association. In Poor Law administration it is the opinion of those in 
this section not only that all State relief should be clearly labelled 
as such and dispensed by a Poor Law Authority, but that it should 
be deterrent in its effect and confined to the relief of destitution ina 
narrow sense. The proposal of the Majority to aim at “remedial 
and preventative” treatment, to discriminate between one ap- 
plicant and another, and give preferential forms of assistance to the 
more “‘helpable,” is viewed with more than suspicion. The view 
of the 1834 Commissioners that such methods are likely to lead 
to injustice and corruption and to foster jealousy among the poor 
is upheld. This group of reformers wish to encourage voluntary 
effort and charitable help. But they wish for no State interference 
in the interest of the former and for no formal alliance between the 
Poor Law and organised charity, fearing that the results of such 
union would be to “officialise” voluntary service and rob it of its 
freedom and spontaneity. The Poor Law, in their view, should 
continue to be administered by an ad hoc authority retaining the 
existing Poor Law areas. That the present system needs certain 
reforms is admitted. The local authorities are not always 
efficient or free from corruption. This is to be mended by com- 
pulsory co-option and greater central control. Classification by 
institution is to be secured by a more complete scheme of union 
combination for special purposes, such as is proposed by Mr. 
Charles Booth, enforced, if necessary, by the Local Government 
Board. Outdoor relief is often inadequate, often inappropriate. 
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This emphasises the dangers and difficulties of giving outdoor 
relief at all. Reform in this direction can best be obtained by 
limiting all out relief as far as possible, by improving the qualifi- 
cations of relieving officers, by enforcing a more uniform policy 
through the use of an increased central supervision. 

It is clear that this group of opinion holds a strong position. 
It advocates “Reform,” not “Revolution.” Its policy is con- 
tinuous with that laid down by the Commission of 1834. It 
involves no breach of continuity in the system of administration, 
and thus avoids all the puzzling questions that arise when changes 
in the general scheme of Local Government are contemplated. 
But it presents certain marked defects. ‘The Report of the Poor 
Law Commission lays special emphasis on the fact that many of 
the causes of pauperism can be removed in whole or in part, and 
it advocates a comprehensive and positive social policy directed 
towards this end. Moreover, it lays great stress on the “overlap” 
that now exists in consequence of the multiplication of different 
relieving authorities, dealing with different units of the family, 
and adopting very various methods and standards of assistance. 
The British Constitutional Association condemns, as does the 
Royal Commission, the present Provision of Meals Act, which sets 
up the Education Department as a rival relieving authority to 
the Guardians. But it fails to meet the difficulty that it will 
prove politically impossible, even if it is desirable, to repeal the 
Provision of Meals Act and hand over the relief of school children 
to an authority imbued with the traditions of the present Poor 
Law, and suffering its present disfavour. It condemns the 
Unemployed Workmen Act, but fails to recognise the fact that 
in times of depression those for whom the Act was originally 
devised, the decent workmen normally in regular work, exist 
and cannot be fittingly helped under the present Poor Law. 

In a word, while advocating the policy of entrusting the 
various forms of relief to a single authority, it neglects the one 
condition upon which such a policy can be effected, namely, 
by means of a thorough change in the spirit and purpose of the 
Poor Law that will make it possible to give adequate, appropriate, 
and individual help to the various classes needing it, in the light of 
the principle of discrimination. The position taken up by this 
group of Poor Law reformers is invalidated because it must 
remain intolerable in practice, as it has proved in the last thirty 
years, so long as public relief is required by public opinion to 
be given not only to palliate the condition of destitution, but in 
certain cases to prevent it. Their proposals must lead, as Mr. 
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Webb has said, to a “denuded” Poor Law, from which the chief 
functions have been taken away and entrusted to rival authorities. 
It leads inevitably to the “break up” of the Poor Law. Mr. 
Charles Booth’s ingenious scheme for improving the present 
conditions upon the administrative side, by enlarging the area of 
control to groups of the present parishes under a Poor Law 
Board, may be preferable on certain grounds to administration 
by the County or County Borough Councils, the former of which 
are far from anxious to undertake the new duties. But he 
appears to underestimate the evil effects of leaving the Education 
Department and the Public Health Authorities to develop into 
separate relieving authorities on a larger scale. His scheme, if 
it were adopted, would have to be developed so as to meet this 
serious cause of administrative confusion, and of that noticeable 
modern tendency to extend the provision of free gifts to the poor 
in a manner that is disastrous in its ultimate effects, both on 
social character and the standard of life. 

The opinions expressed by the Majority, and advocated by 
the National Poor Law Reform Association, have been reached 
as the result of an effort to meet the new situation and the new 
outlook upon social problems, while keeping as close as seemed 
advisable to the teachings of experience and providing against the 
very real difficulties which all poor relief involves. 

It is necessary to present the programme of the Majority with 
some care, in order to make clear the large measure of agreement 
that exists between it and the Minority proposals, while at the 
same time throwing into relief the essential nature of their 
differences. The Majority would fully endorse Ricardo’s dictum 
that no Poor Law can be approved that does not contemplate its 
own ultimate extinction. The necessity for public relief is testi- 
mony either to the failure of individual capacity, moral or 
industrial, or both, or to the failure of social organisation. 

The healthy condition is that of economic independence. To 
a state of public dependence there should come only those who, 
as the result of selection, have proved their incapacity for inde- 
pendence. The ultimate responsibility for independence, for the 
general conduct of life, its success or failure, must remain with the 
individual and the natural family group. But under modern 
complex conditions the State can encourage this healthy inde- 
pendence, can often alone secure it by offering a fair measure 
of security of opportunity and opportunity for security. The 
Commissioners, therefore, first turn attention to the necessity for 
improving education and industrial training, for interdicting or 
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controlling certain unhealthy types of occupation, e.g., street 
trading, casual labour, etc. 

They next attack the problem of providing opportunity for 
security against the normal risks of life—unemployment, sickness, 
invalidity and old age. They admit the present serious defect 
in respect of such security. They give a general approval to the 
method of contributory insurance, administered where possible by 
the voluntary democratic agencies that have already proved of 
such value, and recommend the encouragement and assistance of 
this effort by means of State subsidy. 

It is sometimes asked, wherein is the difference between a 
general system of contributory insurance, e.g., against sickness, 
and a general system of provision out of the rates? The differ- 
ence is fundamental. Quite apart from the great advantages of 
preserving the voluntary administration and interest in such 
movements as the Friendly Societies and Trade Unions, a scheme 
of contributory insurance emphasises the responsibility of the 
individual, while a rate-provided service encourages the expecta- 
tion of “free” State provision. 

It is one of the chief differences between the Majority and 
Minority that the latter attributes relatively little importance 
to insurance, on the ground that the poor cannot afford to pay 
the premium, while they view with favour a general extension 
of rate-provided service. 

In general it is of the first importance to remember that in 
discussing the details of these forms of “State interference” no 
abstract principles can profitably be invoked in determining their 
limits. 

Whether casual labour in certain trades should be made illegal, 
as the minority wish, or whether decasualisation should be 
achieved by voluntary negotiation, is a matter to be decided by 
the experience of the efficacy of either method. 

Whether in the interests of “opportunity for security” the 
State can administer a “ten years programme,” must depend on 
the probability that such a programme will be administered so as 
materially to reduce the fluctuation of employment, or whether 
it will become a huge permanent relief works of the type so 
scathingly criticised by the minority themselves. Having 
elaborated these plans for improving the normal condition of the 
independent working family, by which means the Majority hope 
to do most of the “prevention of destitution,” they turn to the 
construction of a scheme of public assistance proper. 

Clearly, if the various “social institutions” for meeting the 
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normal risks of life were completely effective, none would become 
publicly dependent but the defective or the degraded. The 
problem would become quite simple, as it was in fact pictured in 
1834. 

The Commissioners of 1909 expect no such speedy consumma- 
tion of their hopes. For this reason they have to devise a plan 
whereby they may extend a helping hand to those temporarily in 
misfortune, and restore such persons, if possible strengthened, 
to a condition of independence, while gradually weeding out the 
idle, improvident, and incapable, and subjecting them to discipline 
or control. It is at this point that the controversy between the 
Majority and Minority becomes acute. 

The Majority insists that all forms of direct public maintenance 
should be provided by the public assistance authority. For this 
there are two chief reasons. In order to help effectively the 
various members of a family must be treated as persons forming 
a single group having related needs and responsibilities. To split 
up the work among a number of different bodies, having primary 
interests and functions other than assistance, is to perpetuate the 
existing “overlap” in relief and unnecessarily to multiply the 
expense of administration. 

The second reason is far more important to the ultimate social 
welfare of the country. It consists in keeping the distinction clear 
between self-maintenance and public dependence, and therefore 
clearly separating the function of relief from that of, e.g., educa- 
tion or sanitary control. The community decides which of the 
economic needs of life the workers of a family shall be expected 
to provide from their own resources. ‘The whole force of industry, 
prudence, and foresight must be enlisted to maintain a standard of 
life wherein the normal income is adequate to meet these normal 
demands. Hence when public relief is accepted, it must be under 
conditions of less-eligibility. It is true, as I have argued else- 
where, that the condition of less-eligibility receives an entirely new 
interpretation when enforced in the light of individual and dis- 
criminatory treatment of each case. This is the great change 
introduced by the proposals of the Majority. 

But in certain important categories the Minority propose to 
substitute for “less-eligibility”” “greater-eligibility,’ and thus to 


reduce for large sections of the community the normal demands 
upon normal income. It may be that their economic theory sees 
in such a course no danger either in a falling standard of life or 
in the growing habit which they will foster for an ever-increasing 
expectation of public free provision. It may be that they are more 
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confident in the ability of a strong bureaucracy to resist this 
pressure. If so, then these are the fundamental issues between 
the theories of the Majority and Minority. 

The key-note of the policy of the Majority is the upbuilding 
of appropriate social institutions to enable the working-classes 
to provide, upon a contributory basis, but with a measure of 
State help, against the normal risks of life and the administration 
of relief in the light of the needs and circumstances of the 
individual case. 

The special difficulties besetting the Majority are thus easily 
understood. 

To entrust to a weak or a corrupt Board of Guardians the task 
of dispensing relief upon a discriminatory method, and empowered 
to give considerably larger sums than now to really “‘helpable” 
cases would be to court failure. Hence their first concern was to 
devise an administrative body that would be wide and catholic in 
sympathy, expert in the science of relief, and removed from the 
dangers of a direct dependence upon the suffrage, possibly in 
small areas, of those who would gain most from a lax administra- 
tion. The suggested Public Assistance Authority has been much 
criticised as “undemocratic,” and as taking the powers of the 
purse from the people. Moreover, the County Councils, except 
in London, are not anxious to add to their labours. But if it is 
admitted, as nearly all admit, that existing areas are bad, that 
existing local administration is often hopelessly weak and 
sometimes corrupt, and that at the same time not less but more 
responsible and more difficult work has to be entrusted to local ad- 
ministration unless the ideal of a really helpful system of relief 
is to be abandoned, then it is not easy to suggest a body differing in 
essentials from that of the proposed Public Assistance Authority. 

Their other chief difficulty arises also from the adoption of a 
larger purpose than that contemplated by the existing system. 
Relief, if it is to be adequate, discriminatory, designed to serve 
as a means of permanently improving the condition of those 
helped, and of preventing their lapse into chronic. dependence, 
must involve the co-operation of a much longer range of agencies 
and of a far more numerous body of workers than are now associated 
with Poor Law work. It would be possible, of course, indefinitely 
to extend the supply of relieving officers and other paid officials. 
It is not by any means certain that “officials” necessarily connote 
“officialism,” but it is probable. Moreover, an extensive official 
organisation is unavoidably costly. 

Is it not possible to enlist the energy and sympathy in all 
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populous districts of many who can and will devote themselves 
to this form of social service? It is with this object that the 
Commission advise that a new and larger function should be 
entrusted to voluntary effort. But the besetting sin of voluntary 
effort has hitherto been its irregularity and its absence of subordi- 
nation to 4 common purpose, and hence its inefficiency. 

In order to avoid this danger, the Commission proposed to put 
voluntary effort on a new footing. To recognise and unify it 
while subjecting it to a measure of control. 

The success or failure of the larger purpose embodied in the 
Majority’s scheme in this direction depends on the response that 
is made to the call for efficient, voluntary, social service, not from 
the rich and leisured classes only, but upon a catholic and 
democratic basis. 

The third group of opinion is that represented by the “ National 
Committee for the Prevention of Destitution,’ the new name 
which has been substituted for that of the “Committee for the 
Break-up of the Poor Law.” ‘The main essential differences 
between their policy and that of the Majority have already been 
indicated. ‘To a large extent the Minority proposals depend for 
their significance upon the spirit in which they are interpreted. 

It is to be noted that many of the ablest supporters of this 
group have frankly avowed that they regard these proposals, 
not so much as measures of Poor Law reform, but as affording 
means whereby the inequality in the distribution of wealth can to 
some extent be repaired. To this it must be objected that, how- 
ever desirable a fairer distribution of wealth may be, the method 
of equalisation which proceeds by the extension of free doles 
is of all others likely to be most harmful to the working-classes. 

This is the essence of the Minority Report as it appears in the 
numerous Socialist organisations, which have enthusiastically 
adopted it. This is the meaning of the constant opposition 
enforced by them between provision which is a form of “charity,” 
State or private, and to which conditions are attached, and 
provision taken as a “right,” that is as a measure of free and 
unconditional support. 

It is well that the issues between these groups should be 
clearly formulated in order that amidst all the confusion of 
popular debate the sympathetic seekers after social reform should 
see clearly what is implied in their adhesion to one or other. 

C. J. HAMILTON 
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TRADE UNIONS AND PARLIAMENTARY REPRESENTATION. 


THE decision in Osborne v. Amalgamated Society of Railway 
Servants,' followed as it has been by numerous actions in which 
members of Trade Unions have obtained injunctions against their 
societies to restrain the application of Union funds for the payment 
of election expenses and salaries of Members of Parliament, is 
not merely of great importance in its immediate effect on the 
political fortunes of Trade Unions and the Labour Party, but 
the principles involved are so far-reaching that a short statement 
of the case and some analysis of the different rationes decidendi 
may be useful at the present time. 

The Society had been established in 1872, and was registered 
under the Trade Union Acts, 1871 and 1876. The first of these 
Acts had established the immunity of members of Trade Unions 
from criminal prosecution for conspiracy or otherwise on the 
ground that the purposes of a Trade Union are in restraint of 
trade. It also, without incorporating Trade Unions, conferred 
certain privileges and powers on duly registered Unions, notably 
the power of holding property vested in trustees, and these 
privileges and powers cannot be obtained without registration, 
though in other respects registration is not made compulsory. 
The term “Trade Union” is defined by the amending Act of 
1876 (with certain savings) as “any combination, whether tem- 
porary or permanent, for regulating the relations between work- 
men and masters, or between workmen and workmen, or between 
masters and masters, or for imposing restrictive conditions on the 
conduct of any trade or business, whether such combination would 
or would not, if the principal Act had not been passed, have been 
deemed to have been an unlawful combination by reasons of 
some one or more of its purposes being in restraint of trade.” 

The objects of the Society, as stated in the rules, were, shortly, 
the improvement of the condition and protection of the interests 
of the members, the promotion of a good understanding between 
employers and employed, the regulation of their relations, and 
the settlement of disputes by arbitration, or failing arbitration 
by other lawful means, and the provision of benefits and of legal 
assistance to the members and their families. The original rules 
contained no reference to Parliamentary representation, but in 
the year 1903 the words “to provide Parliamentary representa- 
tion”? were added to the list of objects. Under the rules as they 


1 Judgment of the Court of Appeal, 28 November 1908, see [1909] 1 Chancery 
163; affirmed by the House of Lords, 21 December 1909, see [1910] Appeal Cases, 87. 
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stood at the beginning of 1906 a Parliamentary representation fund 
was established for the purposes of providing for the representation 
of railwaymen in the House of Commons, and making contribu- 
tions to the Labour Representation Committee so long as the 
Society should remain affiliated to it. To this fund an annual 
subscription of 1s. 1d. per member was to be paid. Later in the 
same year additions were made and duly registered, of which 
the most important was to the effect that “all candidates must 
sign and accept the conditions of the Labour Party, and be 
subject to their Whip,” but these additions were held by the 
Courts to be invalid on the ground that the formalities required 
by the rules for the making of new rules had not been complied 
with. 

The action was brought in 1907 against the Union and its 
trustees by Mr. Osborne, who was secretary of the Walthamstow 
branch, and had been a member of the Union for sixteen years. 
He asked for a declaration to the effect that the rule relating 
to Parliamentary representation, the raising of moneys by com- 
pulsory subscription, and the distribution of such moneys in pur- 
suance of the rule were beyond the legal powers of the Society, 
and for an injunction restraining the defendants from acting 
under that rule, or so distributing moneys. 

The Court of first instance, following a case decided shortly 
before, dismissed the action. On appeal the Court of Appeal 
unanimously reversed this decision, and gave judgment for Mr. 
Osborne, and this judgment was unanimously affirmed by the 
House of Lords. The reasons on which these judgments were 
based are as follows :— 

In the first place, the three judgments in the Court of Appeal 
all rely to some extent on the informality attending the making of 
the alterations in the rules at the end of 1906, a defect which, as 
the Court held, was not cured by the fact that the alterations had 
subsequently been registered, and a certificate of registration given 
By the Registrar. The point was not dealt with in the judgments 
given in the House of Lords, and is not one of general importance : 
for the mere informality could have been cured at the next annual 
general meeting of the Society. 

The next point is one of much greater general interest. Trade 
Unions, though not created by statute, have been, at any rate 
as regards a large part of their activities, legalised by statute, 
which has recognised them as having a quasi-corporate status and 
has conferred special powers and immunities. They thus resemble 
the numerous statutory bodies of which joint-stock companies form 
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the most familiarexample. The question then arises, does the law 
in giving its recognition at the same time impose limits on their 
lawful activities? and, if so, does the provision of a fund for 
Parliamentary representation fall outside these limits? These 
questions were answered in the affirmative, unanimously, by the 
Court of Appeal and by three out of five of the Lords who gave 
judgment in the House of Lords. The definition in Section 16 
of the Act of 1876 (quoted above) was held to be not a mere 
statement of the objects which must be present in order that a 
body should be recognised as a Trade Union, but a clause of 
limitation which prevents a Trade Union from pursuing any 
objects not incident or auxiliary to the objects stated in the 
definition. It is true that the provision of benefits to members, 
which is indisputably among the lawful purposes of Trade Unions, 
is not mentioned in that section, but whether on the ground 
that the provision of such benefits falls within the words “regulat- 
ing the relations between workmen and workmen” (as held by 
Lord Justice Farwell) or is collateral or auxiliary to the purposes 
mentioned in the Section (as held by Lord Atkinson), or is 
recognised and sanctioned by Parliament in other sections of the 
Act of 1871 (as pointed out by the Master of the Rolls), the 
argument based on this omission from the definition clause was 
held insufficient to extend the powers of Trade Unions to the 
purposes of Parliamentary representation. Lord James of 
Hereford, on the other hand, held that the clause in question 
was “not a clause of limitation or exhaustive definition,” and that 
“the Legislature only intended to require certain qualifications to 
exist before an entity could become a Trade Union, but the 
objects and limits of action of a properly qualified Trade Union 
are not dealt with by the section.” Lord Shaw, without dis- 
senting, hesitated to accept the view of the majority on this 
point. “TI have some hesitation,’ he said, “in so construing 
language of statutory recognition as a definition imposing such 
hard and fast restrictive limits as could cramp the development 
and energies and destroy the natural movements of the living 
organism.” 

In the third place, quite apart from the question of statutory 
limitation, the doctrine of public policy was invoked, to show the 
illegality of the rules and proposed expenditure in question. The 
view of Lord Justice Fletcher Moulton seems to have been based, 
mainly at any rate, on the additions made to the rules in 1906. 
According to his view, these additions showed that : “The objects 
of the Parliamentary fund is to procure Members of Parliament 
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who shall be bound to vote in a prescribed manner, and that it is 
in consideration of their undertaking so to vote that the funds of 
the Society are to be expended in procuring their election and in 
supporting them in Parliament.” Such an arrangement must be 
treated as equivalent in legal effect to a contract between A and 
B that A will pay the election expenses of B and support 
him while in Parliament, provided that B will engage to vote as 
A directs. The duty of an elected representative towards the 
electors and the public is one in the discharge of which he must 
not have contractually fettered himself. Lord Justice Farwell 
carried the same line of reasoning further. While holding that 
the effect of the Union’s scheme was that “certain constituencies 
are to be disfranchised by substituting for a member representing 
them a paid delegate bound to put the interests of those who pay 
him before all other considerations,” he later lays stress rather 
on the Member’s duty to the country as a whole than on that to 
his own constituents. But the reasoning of an earlier part of 
his judgment would seem to be clearly independent of the additions 
of 1906 to the rules. He there lays down that it is “illegal for a 
Trade Union to compel their members to allow their funds to 
be applied and themselves to subscribe,’ as being inconsistent 
with the political freedom of each member of the Union. “It is 
not enough to say that a man’s vote has not been influenced. It 
is also necessary for his freedom that he shall not have been 
coerced into supporting by money or otherwise the candidate 
whom he wishes to oppose.” In the House of Lords Lord 
Shaw’s elaborate judgment, which went entirely on the ground 
of public policy, seems to be based on the additions of 1906. He 
carefully guards against a sweeping condemnation of payment of 
Members as such. ‘Granted, however, that no conditions are 
imposed subversive of or imperilling their freedom, it will be 
observed that nothing that has been said attaches a taint or 
shadow of illegality to the payment of Members of Parliament. 
Such a payment may be a tribute to character, or a recognition 
of talent coupled with a desire that these should be secured for 
the service of the State, or it may spring from a legitimate wish 
that the views, the needs, the perils of particular, and it may be 
large, classes of His Majesty’s subjects should be expressed in 
Parliament by those who speak with the authority of practical 
experience.” 

On this question of public policy the Master of the Rolls, and 
the other Members of the House of Lords, abstained from express- 
ing any opinion, contenting themselves with the argument based 
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on the Act of 1876. Lord James of Hereford, while differing 
from the majority on the construction of the definition clause in 
the Act of 1876, and holding it “unnecessary that any opinion 
should be expressed on the very broad constitutional question 
raised for the first time in the Court of Appeal affecting the 
general support of Members,” came to the conclusion that the 
application of money to the maintenance of a Member whose 
action is controlled by the rules as amended in October, 1906, 
is not within the powers of a Trade Union, on the ground that 
the vote of such a member “would have to be given in respect of 
all matters, including those of a most general character, such 
as confidence in a Ministry or the policy of a Budget—matters 
unconnected, directly at least, with the interests of Labour.” 
W. M. GELDART 





Report of the Vice-Regal Commission on Irish Railways, including 
Light Railways. (Cd. 5,247. 1s. 7d.) 


AtmMost exactly four years after its appointment, the 
Commission on Irish Railways has issued its report. The inquiry 
has been of a most thorough nature. No less than 293 witnesses 
have been examined, the number including representatives of 
103 public bodies. 

It is much to be regretted that the Commissioners have not 
been able to arrive at an unanimous conclusion. The report is 
signed by four members only, whilst a minority report is sub- 
mitted signed by the remaining three members. Further, whilst 
the Commission contained two gentlemen with long railway ex- 
perience, one of their signatures is attached to each report. The 
balance of opinion is thus as evenly balanced as it can well be. 

Whilst certain grave irregularities have come to light in the 
course of the inquiry, it cannot be said that the Irish railway 
companies have come out of the investigation badly. Two of 
the principal companies have been guilty of giving rebates 
irregularly on a considerable scale. Rate books have not always 
been properly entered up. The Commission is, however, 
unanimously of the opinion that no serious injustice has accrued 
from these malpractices. The rebates were a matter of common 
knowledge, and it would appear that few traders failed to get 
the advantages they gave. As regards management, too, the 
Commissioners are again unanimously of the opinion that no 
serious fault can be found with its efficiency. Of the light rail- 
ways this is not so true, but the opinion is expressed that the 
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legislation in regard to them is very defective and requires 
considerable amendment. 

At the same time, as has been the case in all previous 
inquiries, the conclusion has been unanimously come to, that 
under the present organisation of the railway system Ireland is 
not served as well as it might be. The total mileage of the rail- 
ways is only 3,411? miles, and this includes 503 miles of light rail- 
way. The system, exclusive of light railways, is worked by no less 
than sixteen independent companies. This precludes really econ- 
omical working. Each railway requires its separate organisation 
and rolling-stock. Most of the companies have a complete system 
of workshops. In practically all cases the railways and all they 
include are on too small a scale for true economy. “The Com- 
mission is unanimous that in view of the economic condition of 
Ireland there should be unification of the Irish railways.” The 
desirability of unification, particularly in view of the economies 
which have accrued in Great Britain from the recent railway 
combinations, and in the United States from the extension of a 
railway by the method of acquiring control of others, seems so 
clear that it hardly seems necessary to base the recommendation 
on the economic condition of the country. 

It is at this point that the two reports diverge. The minority 
report favours a single system continuing under private manage- 
ment as a commercial undertaking. In this opinion they follow 
the conclusions come to by previous commissions. ‘The relatively 
backward condition of the country is due in their opinion to the 
railways in a very small degree. They do not consider reduc- 
tions in railway rates would be the best way of “stimulating 
traffic and assisting the development of production in Ireland.” 
The crying need is for the organisation of production and distribu- 
tion as they are organised abroad. Admitting this last to be true, 
we cannot follow why reductions in railway rates should not have 
the effect of stimulating traffic in Ireland. It is not necessary 
to decry the advantage of assistance given in this way, even if it is 
thought organisation of production and distribution is the more 
important. Certainly abroad there is no disposition to take up 
such an attitude. 

The majority holds the view that large reductions of railway 
rates are essential for the proper development of Ireland, its 
agriculture and industries. The reductions, to be effective, are so 
large that for many years a loss must accrue, and the loss would 
be such as no commercial undertaking could face. Industry 
and trade in Ireland, it is considered, are restricted “by reason of 
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the fact that internal and export transit rates are on a higher scale 
than the rates charged for conveyance of commodities which com- 
pete with Irish products in Irish and British markets or with which 
Irish products might compete, if conditions were rendered less 
disadvantageous to Ireland by a lower scale of transit rates.” A 
careful examination of the evidence tends to confirm this conclu- 
sion ; that is to say, it is a factor, and an important factor, in the 
Irish problem. The conclusion drawn from it that State assistance 
is necessary seems clear and obvious. 

The majority report goes further, and lays down that there 
is no effective alternative to making the railways “ public property, 
consolidating them into a single system, and working that system 
under representative control for the benefit of the country.” As 
it is important that the new system should not be cramped by any 
want or fear of want of sufficient financial means, having regard 
to the circumstances and “unsound economic condition” of the 
country, it is recommended that an annual grant should be made 
from the Exchequer of not less than a quarter of a million, and, 
if there should still be a deficiency, then that should be defrayed 
out of the proceeds of a general Irish rate. 

There seems little room for doubt that the general principle 
of the majority report is right. For a country in the condition 
of Ireland the railways should be managed primarily in the 
interests of the country with a view to improving its agriculture 
and industries and so ultimately to increase its general prosperity. 
The fight will come over the means proposed for achieving this. 
The managing body proposed is to consist of twenty men, twelve of 
whom are to be elected by the ratepayers of Ireland. Is such a 
body likely to prove an efficient controller of this important 
industry? What assurance is there against election on purely 
political party lines, and against political influence? The ill- 
effects of political influence have proved serious in our Colonies 
and in many foreign countries, and even to-day few, if any, 
have found a really effective remedy against it. We have grave 
hesitation over accepting this part of the report. The proposed 
authority seems more suitable for an advisory than a managing 
board. 

However one may agree with the principles of the recom- 
mendations, it is difficult to feel satisfied with the details. This 
is perhaps due partly to lack of information. For instance, there 
is nothing to show how the suggested minimum amount of the 
annual grant from the National Exchequer has been arrived at. 
No estimate appears to have been made of the sum over and 
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above this likely to be required, though it is indicated that the 
Commissioners think it admits of computation. In fact, the 
report is singularly silent on many important points connected with 
the more detailed recommendations. To accept it in its entirety 
would be to take a leap in the dark. 

We may briefly sum up the points which seem to us clearly 
established. Irish agriculture and industries require cheaper 
transport than they now have, and the railway rates question is 
an important factor in the Irish problem. Waste on the railways 
must be diminished as far as possible, and this can only be 
achieved by unification of the railways. The economies likely to 
accrue therefrom are not sufficient to provide for the reduction of 
rates necessary, and a subsidy from the State is essential. The 
monopoly thus created and subsidised by the State ought not to 
be left wholly in private hands, but must be effectively controlled 
by some public body. Moreover, the end will not be gained if 
the railways are managed primarily in the interests of share- 
holders, as short time interests take too prominent a place. 

Much further than this we are not prepared to go at present. 
The remaining recommendations may be correct. They are, 
however, open to criticisms, the answers to which are by no 


means clear. 
W. T. STEPHENSON 


Report of the Departmental Committee on the Employment of 
Children Act, 1903. (Cd. 5,229. 1910. Pp. 23. Price 
23d.) 

In carrying out their inquiry the very able Committee that has 
just reported chose, and chose quite rightly, to narrow it down 
to the smaller, but very urgent, question of street trading, rather 
than attempt to deal with the employment of children as a whole ; 
and even within these narrower limits their attention has been 
mainly devoted to the juvenile newspaper seller. Of the various 
forms of child employment street trading shows the greatest 
dangers and the least advantages, and the selling of newspapers 
in the street focuses all the evils of street selling. For this 
reason the course taken by the Committee was a wise one. First, 
because they were attacking the very heart of the malady; and, 
secondly, because street trading is, so much more than other 
forms of child employment, a problem in and by itself, and capable 
of independent treatment. 'T'wo reports are issued by a majority 
of seven and a minority of four respectively, and in this case the 
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divergence of opinion, however regrettable on general grounds, 
has the merit of providing a clear treatment of the subject from 
two different sides. The Majority insists on the evils of street 
trading and on the treatment required to get rid of them. It 
proposes the drastic remedy of complete abolition in the immediate 
future. On the other hand, Mr. Bridgeman and his colleagues 
point to the difficulties in the way of such a policy, to the hardships 
it will involve and the safeguards it will require, and suggest 
a more gradual treatment. For these reasons one cannot but 
welcome a divided report : for we require both a root and branch 
proposal for reform and a clear statement of the conditions with 
which it deals and under which it will be carried out. 

By the Act of 1903 street trading was defined to include “the 
hawking of newspapers, matches, flowers, and other articles, 
playing, singing and performing for profit, shoe-blacking or any 
other like occupation, carried on in streets and public places.” 
This definition, however, has been a source of confusion 
and difficulty. A boy selling newspapers is a street trader ; 
indeed, this is the most important form of that trade. A boy 
carrying newspapers to deliver at customers’ houses is not—no 
more than any other errand-boy. But what, when a boy sells 
newspapers incidentally to the latter occupation? The Committee, 
indeed, point out the distinction, and also that the latter is usually 
a harmless, and may even be a beneficial, form of employment : 
but to draw the dividing line is “ practically impossible.” The law, 
as at present constituted by the Act of 1903 and others, prohibits 
street trading by children under 11, and night work (i.e., between 
9 p.m. and 6 a.m., subject to variation by local bye-laws) for boys 
under 14 and girls under 16. Further, Section 2 of this Act allows 
local bye-laws to regulate it for children over these ages in various 
ways—by compelling it to be carried out under certain conditions, 
or subject to the holding of a licence, by regulating such licence, 
by determining the days, hours and place of such trading, and 
soon. There are two limits—that the right to trade is not made 
the subject of conditions referring to poverty or bad character, 
and that special regard shall be paid to preventing street trading 
by girls under 16. The latter limitation is undeniably sound ; 
the former appears, as the Majority implies, to be a mistake. 

Little if any use has been made outside England and Wales 
of the powers thus conferred. In Scotland only three local 
authorities out of 89, and 27 school boards out of 979, and in 
Jreland only five of the 76 local bodies have exercised their rights. 
In England, though only one of the 62 administrative counties, 
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and 41 of the 191 urban districts have made bye-laws, no fewer 
than 50 of the county boroughs have done so. These include most 
of the large cities, and possess a population, exclusive of London, 
of 84 millions. The London County Council is trying to abolish 
street trading by girls altogether. From these figures Sir Edward 
Troup deduces that the evils connected with street trading “are 
most pressing in crowded centres, and the problem is essentially 
a town problem.” Some of these bye-laws are little more than a 
dead letter, and where no bye-laws exist the statutory provisions 
of the Act are often disregarded. In one town children as young 
as seven were found trading, and no doubt a considerable number 
do so trade who are below the statutory age of 11. Moreover, 
though regulation by bye-law was intended to allow for differences 
in local conditions, those that exist are substantially the same. 
Usually such bye-laws prohibit street trading by girls under 
16, except in company with a parent, this latter proviso being 
meant to provide for the case of the children of costermongers. 
The expediency of this exception was the subject of dispute. 
The representatives of the London County Council and other 
witnesses were against it, their views being endorsed by the 
Majority. On the other hand, the police witnesses favoured it, 
and the Minority refused to pronounce definitely on the point. 
The inability to make the grant of a licence subject to conditions 
has been harmful, preventing refusal even when the number was 
excessive, or the child obviously fitted for something better. 
The Majority do not, perhaps, do full justice to the work of the 
Act, where bye-laws have been rigorously enforced. Their view 
that “a system of licensing and badging is but a method of 
legalising what is indisputably an evil, and that a set of bye-laws, 
however rigorously enforced, can at best only modify the difficulties 
of the position,” is, no doubt, true: but in some cases, notably 
Manchester, as they point out, the effect has been wonderfully 
good. Indeed, it is a question whether a national enforcement 
of bye-laws of the Manchester or London standard will not have 
to precede, and prepare the way for, the full policy of abolition. 
The number of street traders is given at 22,194 licences (19,249 
boys, 2,945 girls, under 16) during 1908 in England and Wales, 
exclusive of London, where badges for 13,873 boys and 1,000 
girls were issued. These, however, do not cover the full number, 
since some towns do not issue, and an appreciable number of 


children do not take out, licences—such, for instance, as those 
hoys who help the regular sellers at busy times, or those who 
take it up temporarily during periods of family distress. A very 
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large proportion of the licensed sellers are under 14—something 
like three-quarters in London and three-fifths elsewhere. Some 
boys in newspaper selling are employed by newsagents : but mostly 
“they sell not as employed agents but as principals, often employ- 
ing younger lads themselves, and their receipts are in the form 
of profits and not of wages.” Normal earnings would appear to 
vary from 5s. to 6s. up to 8s. or 10s. per week; but maybe as 
much as 20s. or as little as 1s. or 1s. 6d. Besides the sale of 
newspapers, other forms of street trading are the sale of matches 
and flowers, the former being a cloak for begging, and the 
delivery of goods, especially milk and newspapers, which is 
accompanied by an occasional sale. ‘‘Shoe-blacking appears to 
be a declining industry.” 

The Committee speaks forcibly, but justly, of the evils of the 
system. It exposes the youthful trader to many moral evils 
and to the habits of the gutter. “If a match-seller he is likely 
to become a beggar, if a newspaper seller a gambler”: and on 
the latter point the evidence is very strong; and with girls an 
unquestionable danger to morals in the narrower sense must be 
added. Further, there is the physical danger to health from 
exposure to inclement weather, modified in some cases by the 
advantages of an open-air life. Street trading also breeds a 
restless disposition and dislike of restraint, and though the majority 
of street traders are still at school, and many take up other work 
on leaving, yet there is a considerable margin who do not do so. 
Finally, the money, often easily earned, is as easily spent on 
sweets and amusements, if not on gambling; in only a minority 
of cases is it taken home. The Minority, however, urge, and back 
their opinion by considerable evidence, that this is far more 
frequently done than the Majority suppose, and particularly in 
periods of temporary misfortune. The Majority, however, propose 
to meet hardships in individual cases by the provision of machinery 
for finding alternative employments. As regards the labour 
market, it is probable that the penny papers would be little, if at 
all, affected by abolition, whilst the halfpenny ones probably would. 
Little inconvenience, however, would be caused to the public: 
and “it appears to us economically unjustifiable to use children 
to their own detriment for work that can be done by other means.” 

To deal with the matter, the Majority propose prohibition of 
street trading for boys under 17 and girls up to 18 or even 21. In 
the former case 17 is a better age than 16, preventing, as is 
pointed out, the boys discharged from industrial schools at 16 
from “falling again into casual habits.” They think that by 
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organisation alternative employments is feasible, owing to 
the frequent shortage of unskilled boy labour, and even the job of 
the errand-boy or van-boy order would be better than this. In 
the writer’s judgment, the Majority takes a more favourable view 
of the matter than the evidence quite warrants, and the evidence 
itself gives, perhaps, an unduly favourable view. In any case, 
an organisation worked -by the Local Education Authorities in 
conjunction with the Labour Exchanges should assist the dis- 
placed children to alternative employments. Such a power the 
Scotch School Boards already possess. They should also be 
responsible for the administration of the Act, working in close 
touch with the police authorities. Offences should be tried in 
the Children’s Court, and the scale of penalties under the 
Children’s Act (1908) should be revised. 

The best criticism of these proposals is, perhaps, the statement 
of policy put forward by the Minority, who fully endorse their 
strictures as to the evils of street trading, especially in certain 
forms. ‘They point out, however, that the failure to enforce the 
existing Act on the part of local authorities should entail 
caution in establishing more stringent measures. In this there 
is much truth, and they also point to the benefits produced by 
the present Act. But they urge caution on several grounds; first, 
that street traders are recruited from the poorest and worst homes, 
and, therefore, at a difficulty in competition for other employment ; 
and, secondly, that the earnings of street traders do in many cases 
go to the support of the home. For the latter contention they 
produce considerable evidence; and, thirdly, they urge that if 
the prohibition resulted in the substitution of home work for 
street trading, it would be a positive disadvantage. Finally, they 
do not find any special evils attaching to many forms of street 
trading apart from newspaper and match-selling. They propose, 
therefore, further powers for Local Authorities to deal with street 
trading by boys, chiefly in connection with newspapers, including 
power to prohibit it up to 18 where other suitable employment is 
available, and power to withdraw a licence which is not being 
used to any good purpose. For other classes of street trading 
regulation is adequate. The licensing system should be extended 
to all Urban Authorities, who should be compelled to appoint 
sufficient supervisory officers, and girls under 18 should be pro- 
hibited from trading in the streets, with a reservation for further 
enquiry into the case of costermongers. 

Both reports appear to make valuable suggestions and to deal 
with the matter on sound and reasonable lines : but on the whole 
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the Minority do not undermine the main arguments of the 
Majority, though they show the need of caution and perhaps of 
delay. Indeed, their argument as to the absence of alternative 
employments appears to give grounds for urging the latter as 
regards complete and total prohibition. But it is to this that 
effort must finally tend : and in the immediate future two lines of 
policy could be adopted either consecutively or together. One is 
the complete and compulsory enforcement in all urban districts of 
bye-laws of the Manchester standard. The other is the prohibition 
of newspaper selling only, as being the form of street trading that 
displays all the worst defects of the system, whilst lacking many 
of its advantages. Afterwards other forms could be dealt with in 
detail and far more easily, when this, the largest and worst, is 
removed. Further, there is a strong case for prohibiting any such 
trading by children of school age, and the final goal will be 


complete prohibition. 
N. B. DEARLE 





Reports on the Effects of Employment or Assistance given to the 
Unemployed since 1886 as a means of relieving Distress 
outside the Poor Law—in Scotland. By the Rev. J. C. 
PRINGLE. (Cd. 5,073—1910.) And in Ireland. By Mr. 
Cyrin Jackson. (Cd. 4,890—1909.) (Royal Commission 
on the Poor Laws and Relief of Distress, Appendix Volumes 
XIX. A. and B. Pp. 205-32. Price 3s. 6d. and 1s. 10d. 
respectively.) 

THESE two volumes are a supplement to the systematic and 
exhaustive treatment of this side of the Unemployed Problem as 
it affects England, which the authors have already given us.! 
In dealing with Scotland and Ireland they have acted separately, 
each being entirely responsible for a single country. The lines 
of investigation, however, have been similar to those followed in 
the report on England. It will, therefore, be sufficient to notice 
points of special interest in these later reports, more particularly 
those which illustrate the differences between the countries. On 
the whole, there is 2 marked similarity, but there are also appre- 
ciable divergencies, which are most marked in the case of Ireland. 

The Act has been very little adopted in that country, having 
been almost from the first regarded with suspicion. This no 
doubt accounts for the brevity of Mr. Jackson’s report. An 
appreciable measure of relief has been given, however, in the 


1 Noticed in the Hconomic Journal, Vol. XX. 

















1910] REPORTS ON THE EFFECTS OF EMPLOYMENT 493 


rural districts of the West. Taking the country as a whole, we 
find an excessive number of old men in the population—Dublin 
being an exception—together with a proportion of unemploy- 
ment among young men at least equal to that in England. 
In Dublin and Galway it is considerably higher than in London, 
and in Drogheda almost the same. This is partly accounted for 
by the preference given for applicants with a number of dependent 
children, who would normally be between 25 and 40. Still, “in 
Dublin young men are very much unemployed, and while there 
is undoubtedly a demand for farm labour in rural Ireland, there 
are a number of able-bodied men in the capital who do not do 
rural work and do not emigrate.” As in England, applicants 
appear to have been mainly those who were always out in the 
winter. Dublin, too, is beginning to experience the boy-labour 
problem. An exceptionally large number of ex-soldiers are found 
among the applicants, of whom casual labourers, as in England, 
form the bulk. The large proportion of general labourers in 
Belfast (830 out of 928) suggests that the local industries, taking 
one year with another, are failing to absorb the population. 

Of the towns only Cork and Belfast (1905-6) and Drogheda 
(1906-7) adopted the Act. The Dublin Corporation refused to 
do so; and a Committee of the Philanthropic Reform Association, 
which corresponds to the English Charity Organisation Society, 
supported by the Lord Mayor, undertook the work. Its most 
interesting results were an attempt to move families to more 
suitable places, and it expressed the opinion that there is “no 
need for a labour exchange in Dublin,” as adequate means of 
communication already exist. As in England, the Distress Com- 
mittees had to feel their way, and this led to very slipshod methods 
in the first instance, but considerable improvement was manifested 
later. This suggests that some of the evils, urged with so 
much reason against relief works, will tend to disappear with 
the growth of experience. Rural Distress Committees have 
shown considerable activity, more particularly in the famine 
districts. Corporation relief work has been considerable, and 
sometimes on sound lines. Belfast, for instance, “does some- 
thing to relieve the annual winter depression by arranging 
some of its ordinary work at an inconvenient season.” Trade 
Unionism is very strong in Ireland, and “labourers seem 
exceptionally well organised”: but low wages render it difficult 
to pay contributions on the English scale. 

The Act has not been in operation sufficiently long to allow a 
complete estimate of its effects; but it would appear that there 
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is a danger that annual relief works will further deplete the 
country districts by adding to the attractions of Dublin. On the 
other hand, “the expenditure of the relief money in the country 
districts has been a wise arrangement on many grounds,” and 
more particularly as tending, if only to a slight extent, to check 
the rural depopulation. “The grant made to Ireland has been 
spent to better advantage in the country districts.” On the whole, 
however, Ireland has “a smaller proportion of genuine workers 
unemployed than England, which has more acute trade depres- 
sions and larger industrial populations”; but the depression of 
1908-9 was probably more acute, though of shorter duration. 

In Scotland, on the other hand, the conditions show a far 
closer resemblance to those obtaining in England, but some of 
the problems of unemployment have not reached so acute a phase. 
The report opens with a most suggestive résumé of past trade 
depressions and a very interesting treatment of the causes of 
distress during their continuance. Asin England, “the resources 
of a number of people were known to be reduced to a minimum, 
although it is possible that their resources were little if at all 
greater in other years.” Comparing the tables in the Appendix 
with the returns for later years in the Labour Gazette, it would 
appear that the engineering and shipbuilding trades experience 
more acute depressions than in England, whilst seasonal influ- 
ences in the building trades are obviously more severe. The 
Edinburgh figures tend to show that “the skilled man only applies 
when age has weakened his hold upon the market, the general 
labourer applies young because then he is most useless” ; but the 
Dunfermline returns do not bear this out. It should be remem- 
bered, however, that the skilled applicants include many who 
are not properly trained; and the whole of Mr. Pringle’s treat- 
ment of the ages of the unemployed will repay study. 

Perhaps two of the most obvious evils of modern industry in 
England are boy-labour and an over-supply of unskilled workers. 
In both these matters Scotland seems to be more favour- 
ably situated. Several towns returned the answer, “no boy- 
labour,” and some that there was no congestion of unskilled 
labour ; but in other cases the conditions are much as in England, 
and from incidental references it would appear that the supply 
of labour is on the whole more than adequate to the demand. 
Boys have slightly encroached on adult male labour in some 
industries, but in others the proportion has declined. 

The report, owing mainly to the greater wealth of material, 
is longer than that of Mr. Jackson, and is clearly and ably 
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written : and not the least of its merits is the résumé of informa- 
tion from different towns with which the various parts of the report 
are illustrated. Both investigators indeed have done their work 


thoroughly and well. 
N. B. DEARLE 





Enquéte sur la situation hygiénique des ‘habitations ouvriéres dans 
la commune de Herstal. By Proresson ERNEST MAHAIM. 
(Liége : Imp. Liégeoise. 1910. I. Vol. 8. Pp. 224.) 


Ir is well known that in Belgium “Patronage Committees” 
(Comités de patronage) have been organised for the purpose of 
advising the public authorities on all matters touching the housing 
of the working classes. The work of these Committees is de- 
scribed by Mr. B. S. Rowntree in his recent book.’ Professor 
Mahaim has drawn up the report presented to the Liége Com- 
mittee on the results of a minute investigation undertaken at 
Herstal, a large industrial commune with 20,000 inhabitants, 
near Liége. The investigation covered 1,914 houses, including 
2,095 families and 8,991 persons, that is to say, “most one-half 
of the dwellings, families and inhabitants of the commune. Thus 
the whole of the working-class population came under observa- 
tion. One could not wish for more information on each dwelling 
than that offered in the ten chapters of the inquiry. The hygienic 
condition of the places where the houses are situated, their rela- 
tions with surrounding buildings, the people occupying them, and 
the manner in which they use their dwellings, economic condi- 
tions, the state of repair, orderliness and cleanliness of the dwell- 
ings, natural lighting, ventilation, water supply, drainage, are 
studied successively in great detail. The results are in each case 
summarised in numerous statistical tables, and we note the care 
with which the author gives the mean, mode, median, and quar- 
tiles for each frequency series. 

In Belgium, as in England, each house is_ usually 
inhabited by only one family. Herstal forms no _ excep- 
tion to this rule, since there are there 2,095 families for 1,914 
houses. The overcrowding is not excessive, the average dwelling 
consisting of three rooms, occupied by an average of 4°43 persons. 
From the economic point of view also, the situation is, generally 
speaking, not bad, since the rent represents on an average only 
9°27 per cent. of the income. But there are here, as everywhere, 


1 Reviewed in the present number of the Economic JourNAL.—Eb. 
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very regrettable extreme cases; bedrooms occupied by twelve 
persons, disorderly beds composed only of dirty rags, on which 
five or six persons sleep higgledy-piggledy, where the air space 
is as low as two cubic metres for each person, and where the 
promiscuity of the sexes is revolting. The author complains also 
of defects in ventilation, and of the bad condition of the sanitary 
accommodation. A variety of photographs (forty in number) 
show us many of the horrors, and some splendid examples of 
houses well kept and well built. 

The object of the investigation was not merely descriptive ; 
it drew the attention of the Burgermaster, who has charge of 
matters of public health, to conditions calling for his intervention, 
and the appendices show the practical results of the Patronage 
Committee’s investigations. 

Two points in particular will attract the attention of the Eng- 
lish reader. These are the large number of workmen possessing 
their own houses (376), and the advice given by the author to 
the authorities respecting the future of the commune. There, 
also, the question of town-planning is occupying close attention. 





OBITUARY. 
WILLIAM GRAHAM SUMNER. 


THE elements of economic excellence were always present in 
an abundant measure, though they were not always mixed in the 
same proportions, in the work of the distinguished writer and 
teacher lately lost to America. Professor Sumner was perhaps 
best known in this country by his fearless use of abstract reason- 
ing in combating the cruder forms of Protectionism. But there 
could not be said of him, with even a show of justice, what used to 
be said of Cobden, that he was a man of one idea. He was just as 
much an historian as a theorist. We should not be far wrong 
in describing him as having practised what Mill understood as 
the “‘historical method,” implying the explanation of. past events 
by general reasoning. Certainly Sumner’s earlier historical 
works, notably his “History of Protection” (1877) and _ his 
“History of American Currency” (1874), are heavily charged 
with economic dialectics. Later the historical element seems 
to have preponderated. The veteran economist devoted himself 
to the study of manners and customs, what he comprehensively 
called “mores.” Such is the subject-matter of Folkways, the 
fruit of many years’ research, which he published in 1907. 
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Some moralists may think that too much is assigned to institu- 
tions, too little to general principles, when the author concludes 
that “the mores can make anything right and prevent condemna- 
tion of anything.” We may say, at least, that the author is not 
open to the imputation—sometimes brought against the abstract 
school of economists—of ignoring the variety and complexity of 
human nature. Indeed, “his so-called dogmatism was a myth.” 
We quote these words from one of the many tributes which have 
been paid to the memory of Professor Sumner by his colleagues 
and pupils. During his long tenure of the Chair of Political and 
Social Science at Yale University—for thirty-seven years—he 
exercised a commanding influence over his generation. As a 
teacher he possessed the magical power of exciting interest in his 
subject. Not the least of the obligations which he has conferred on 
economists arises from his having induced young men of superior 
ability to adopt the career of Economics. 





CURRENT TOPICS. 


THE Board of Trade unemployment chart continues to reflect 
the gradual improvement that has been taking place in trade 
conditions during the present year. Since the end of January 
the percentage of unemployed, as dealt with in the returns on 
which the chart is based, declined steadily till the end of June 
from 6°7 to 3°7, and a very slight upward movement in July to 
3'8 probably finds its chief explanation in normal seasonal causes. 
At the end of July the figure was nearly a point less than the 
mean of the years 1900-9, and four points less than that for 
the same month in both 1908 and 1909, in each of which years 
the maximum for July in the last ten years was recorded. 





CHANGES in rates of wages recorded reflect the same improve- 
ment. The aggregate weekly increase from January to July is 
not large, amounting to only £4,475 per week, but in the corre- 
sponding months for 1909 there was an aggregate decrease exceed- 
ing £68,000 per week. In that year, moreover, in eleven out of 
fourteen groups of trade decreases were recorded as contrasted 
with the small but unbroken series of increases now shown for 
the first seven months of 1910. 

No. 79.—von. xx LL 














498 THE ECONOMIC JOURNAL [SEPT., 


THE general figures of Trade Union membership at the end 
of 1909 have now been published, and show a total of 2,347,461. 
With the exception of the two preceding years, when trade de- 
pression caused a slight falling away, the above total is the highest 
recorded and, with the exceptions mentioned, exceeds by more 
than ten per cent. any earlier figure. During 1909 the largest 
percentage decreases were shown in the building trades, the 
wood-working and furnishing trades, and railway and other trans- 
port services. The maximum decline in membership of 8°2 was 
shown in the building trades, a group of trades in which the 
numbers have been falling continuously for nine years. The 
decline in the decade 1900-9 is a little over 35 per cent., the 
numbers having fallen from something over a quarter of a million 
to 163,027. The strong numerical position in the mining and 
quarrying and the textile groups has been maintained, and almost 
maintained in the metal, engineering and shipbuilding trades. 


No industrial dispute of great extent has (Sept. 1) occurred 
during the last few months in this country, but in one or two 
instances those which have taken place have attracted considerable 
attention, and there are signs, due to various causes, partly to 
cleavage in matters of political opinion, occasionally, as among 
the South Wales miners, to strained relationships with non- 
unionists, and probably in most cases accentuated by the Osborne 
judgment, rendering Trade Union levies for political purposes 
illegal, of some unsettlement in the Trade Union and Labour 
world. 

A DISPUTE on the North-Eastern Railway, lasting only five 
days and affecting only some 5,000 men, has been the most con- 
spicuous recent instance of labour unrest. The occasion of this 
dispute—the transfer of a head shunter from one position to 
another—was only its partial cause, but the marked features of 
the sudden cessation of work that ensued have been its spontaneity 
and its irresponsibility, while the feature of the sudden resumption 
of work has been the power which it illustrated of determined 
official leadership. The speedy settlement was due, however, not 
only to the action taken by the Secretary and Executive of the 
Amalgamated Society of Railway Servants in repudiating the 
behaviour of the North-Eastern men and refusing strike pay, 
but also to the conciliatory attitude of the Company ; and thus a 
spasmodic movement that cannot but tend to weaken the principle 
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of collective bargaining, and that on the side of the employees 
threw obligations, both direct and indirect, to the winds, ended 
by illustrating the power of a strong organisation to recover a 
section of its members from a false position into which they had 
blundered. 





A DISPUTE among thé stevedores of Newport (Mon.), turning 
on a proposal to substitute day rates for piece-work when 
general cargo was being handled, and nominally ending in a 
decision that the method of payment chosen should be at the 
option of the employer, raised in an accentuated form the 
vexed question of the relationship of “free”? and Union labour. 
Police protection of the former that has been employed by one 
firm has been necessary both for labour imported and for occasional 
local labour that it has been possible to secure, and at times this 
protection has been inadequate. Thus, although the dispute was 
supposed to have been ended many weeks previously, sentences 
and fines, with alternatives of two and one months’ imprisonment 
with hard labour, were passed towards the end of August in the 
Newport Court for assaults on a local labourer employed on a 
task which the organised labour of the port was still refusing to 
undertake. 


THE interesting Canadian Industrial Disputes Act of 1907, 
which, although narrower in its scope, represents roughly a com- 
promise between the compulsory systems of New Zealand and 
Western Australia and the voluntary system of this country, has 
been amended mainly with the object of facilitating and cheapen- 
ing in certain cases recourse to the Act, and thus the appointment 
under it of its Boards of Conciliation and Investigation in the 
case of disputes that cannot be otherwise settled. 





IN connection with the new national system of Labour Ex- 
changes, the question of juvenile employment has been attracting 
considerable attention, and perhaps no question connected with 
the Exchanges more thoroughly deserves it, since the mechanical 
placing of juvenile labour in accordance with the chances of a 
thoughtless and often inconsiderate demand might tend to swell 
the numbers of the half-trained and the inefiicient, and thus to 
perpetuate that very discontinuity of employment which the 
Exchanges are, it is hoped, destined to lessen. The chief 
administrative point under discussion has been as to the appro- 
priate respective spheres of the Boards of Trade and of Education 

LL 2 
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in this matter. Identified with the latter are much knowledge of 
the children, and in many districts an active interest in the 
industrial future of those who are leaving the schools. In the 
hands of the former are the new national machinery for directing 
labour into channels in which it is required, and an increasingly 
expert knowledge of the industrial opportunities that are offering 
and likely to offer. It would thus appear to be a clear case in 
which, for the interest of all concerned, the co-ordination of all 
the experience, sympathy, machinery and administrative efficiency 
that are available is essential. In London itself an important 
step in this direction has been taken, and an Advisory Committee 
for Juvenile Employment in connection with the Exchanges has 
been appointed, which includes six members appointed by the 
London County Council, as the local education authority. 





Apour 105 Labour Exchanges are now open throughout the 
country, and the returns issued for the end of July refer to 103 
of these. At that date there were 73,604 applications on the 
register of those seeking empleyment, who have either registered 
or renewed their application within the preceding seven days. Of 
these 54,332 were those of men and 10,697 of women. Of the 
total of what may be called live applications 22,083 were on the 
various London registers. Vacancies notified by employers during 
July numbered 39,746, and the vacancies filled 33,813, thus 
representing no fewer than 85 per cent. of those notified. 





THE regulations recently issued by the Board of Trade for the 
formation of a Trade Board for the Readymade and Wholesale 
Bespoke Tailoring Trade of Great Britain provide for a Board 
consisting of not less than 13 or more than 17 members represent- 
ing employers and employed respectively, and not less than three 
(including the Chairman and Deputy Chairman) or more than 
five appointed directly by the Board of Trade, without, as in the 
other classes of members, any nomination by either employers or 
workers. The full Board will thus consist of not less than 29 
or more than 37 members. In order to ensure as far as practic- 
able the territorial representation of employers, the country has 
been divided into seven large areas—Scotland, for instance, is 
to furnish two employer members of the new Board, and Lan- 
cashire, with nine more or less adjacent other counties, one 
member. District Trade Committees, regulations for which have 
now been issued, will doubtless be formed as provided by the 
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Trade Boards Act, but the task of the new Board when formed 
will, in spite of any assistance which it may thus obtain, and 
perhaps to some extent in consequence of it, necessarily be one 
of great complexity and delicacy. Among the members represent- 
ing workers due regard is to be paid to the proper representation 
of home workers, but the abortive recommendation of the recent 
Parliamentary Committee that wage scales should refer exclu- 
sively to this class is, of course, abandoned. A new Federation 
of various Trade Unions in the clothing trades has, it may be 
noted, been recently formed. 





The upward movement in the value of money, as tested 
by rates for loans and discounts in Lombard Street, has 
begun unusually early this year, several circumstances having 
combined to make those who work on borrowed credit par- 
ticularly cautious and inclined to keep their commitments within 
moderate bounds. The state of affairs in the United States 
was, perhaps, the most potent of these influences, for there the 
banks have been for some time taking energetic measures to 
increase their cash resources and call in loans, with a view to 
possible pressure when the time came to move the crops and 
provide for the currency for their harvesting and transport. At 
the same time, the American banks received a strong hint from 
the Comptroller of the Currency to the effect that it would be 
advisable for them to form themselves into associations for the 
issue of emergency currency under the Aldrich-Vreeland Law, so 
that all the machinery might be ready in the event of inconvenient 
demands. This was a very plain indication of dangerous possi- 
bilities in the position, and though reassuring statements were 
at the same time circulated, in order to allay apprehension and 
to make it appear that the Comptroller’s hint had been merely 
a matter of precaution, it was inevitably inferred that people 
do not publicly advise the preparation of the fire-engine unless 
they think that fire is possible. At home, though the Govern- 
ment’s financial position is now more normal, the monay market 
is still affected by the recent dislocation of the relations between 
the tax-gatherer and his victims; the balances in the Exchequer 
are still unusually high, and consequently the public deposits 
shown in the Bank of England’s weekly return are (at the end 
of August) 8 millions above their level at the corresponding 
period of last year, while the other deposits, which include the 
bankers’ balances, show a decrease of nearly 53 millions. Hence 
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it followed that the money which bankers had available to lend 
to bill brokers was less to this extent, and the bill brokers were 
consequently apprehensive that money might become “tight ” 
at an unusually early period, and so were very shy of committing 
themselves by buying bills at low rates. Egypt, which always 
takes sovereigns from London in the autumn months to finance 
the movement of its cotton crop, is expected this year to be both 
early and extensive in its demand for gold; a small amount has 
already been taken, and it is more than probable that by the 
time these lines are in print, the Egyptian drain will have begun 
in earnest. India is also likely to want gold, whether in India 
or in London, or in both places, as backing for the extended 
circulation required by its active trade. Later on will come 
demands from Argentina and Brazil, while Continental countries 
seem to be as insatiable as ever whenever they get a chance of 
acquiring a little of the coveted metal. 





ADVERSE influences have combined to make the Stock 
Exchange idle and listless, with a tendency to a lower level 
of prices. Some theoretical observers have contended that the 
basic reason for the movement was the rapid increase in 
the gold supply and the consequent rise in the price 
of (or rate on) capital along with other commodities. The 
problems involved by this contention are too vast to be discussed 
here, and there are other more obvious reasons that fully account 
ior the fall in securities. Chief among these are the state of 
affairs in America, the very rapid creation of new securities in the 
first half of the year, and the after-effects of the extraordinary 
outburst of speculation in rubber shares that marked its early 
months. 


AFFAIRS in the United States have entangled themselves 
into an inextricable knot of uncertain possibilities, most of 
which are regarded by Wall Street with more or less appre- 
hension. In the political sphere there is the disorganisation 
of the Republican party, hitherto the champion—as far as 
it dared to be so—of the vested interests and great aggrega- 
tions of capital, which furnished it with material support; 
and the growing restiveness of public opinion on the subject of 
the tyranny of these interests, which makes politicians of all 
parties inclined to gain popular approval by attacking them. An 
Act giving fresh and more far-reaching powers to the Inter-State 
Commerce Commission to regulate the rates charged by railroads 
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was a great blow to the New York stock market, and came just 
in time to prevent the railroads from financing themselves by 
sales of huge blocks of securities to the Paris Bourse. Then came 
doubts about the cereal and cotton crops—doubts which are not 
settled at the time of writing—and President Taft’s pronounce- 
ment in favour of tariff revision, which means a period of uncer- 
tainty in business and slackness in trade; but a deeper cause of 
financial distress in America is the country’s relatively adverse trade 
balance which, being a debtor country, it cannot afford, and can 
only meet by more borrowing, or sales of securities abroad, and by 
exporting gold to fill the commercial gap. Individual ex- 
travagance has reached a pitch at which the number of automo- 
biles bought by those who cannot afford them on borrowed money 
has had a serious effect in straining the credit machinery of the 
country, and is one of the causes of the monetary precautions 
already referred to. 


A fall in Consols in the middle of August to 80;%, the 
lowest level touched since their conversion by Lord Goschen, 
has merely marked a further milestone on a road that Consols 
have been travelling since 1897. High taxation, high living 
and the discovery that many securities besides “trustee 
stocks” have reasonable solidity, have brought a new fashion 
into investment, which is now all in favour of scientific 
distribution of risks, and a wide horizon in_ selection. 
Probably enough, the new departure will be carried too far some 
day, but at present investors continue to increase their incomes 
by realising home securities, of which Consols are the dearest and 
so the most obvious for sale, and going abroad for a higher yield. 
The great multiplication of new securities in the first half of the 
year quickened the process, and the many millions which an 
excited public poured into rubber shares, many of which are now 
unmarketable, had the same effect. The rubber market has now 
been bringing in its first crop of disillusionment, of which, it is 
to be feared, there is plenty more to follow, but the well-managed 
and well-financed companies must be earning handsome profits 
even at the lower price of the product. A striking example of 
the present unpopularity of home investments was afforded by 
the failure of Home Railway stocks to respond to satisfactory 
earnings and dividends for the first half of the year, announced 
during August. 


In view of the intention announced by the Government to 
revise next year the whole system of Exchequer contributions to 








504 THE ECONOMIC JOURNAL [SEPT., 


local authorities, the Association of Municipal Corporations has 
issued an important memorandum on behalf of the boroughs. 
Before 1888 the grants in aid fwere appropriated to specific 
purposes. By the system of assigned revenues, introduced in 
1888, the contribution of the Exchequer to local services depends 
upon the produce of certain taxes. These contributions, 
therefore, have no longer any direct relation to the local expendi- 
ture on the service aided. It was anticipated that the yield of 
the assigned revenues would grow, and this anticipation has to 
some degree been realised. But the expenditure of the local 
authorities upon the aided services has grown at a greater rate 
than the yield of the assigned revenues. At the same time the 
cost of the other services carried on by local authorities has also 
increased under the operation of the same causes. The Associa- 
tion attributes this increase to the growth of population, 
legislation conferring new duties and powers upon local authorities, 
and the increased efficiency of services. The result has been that, 
between 1890-91 and 1906-7, expenditure has increased by 125 
per cent., and the amount of rates raised by 114 per cent., while 
the rateable value has only increased by 38 per cent. The 
memorandum given begins to show the consequent increase in 
rates per pound throughout England and Wales. Appended 
to the statement is a return showing for the years 1892 
and 1908 how far in 52 boroughs the growth of the assigned 
revenues kept pace with the onerous expenditure of the boroughs, 
excluding that on education. According to these figures, the net 
expenditure of this class has increased by 85 per cent., while the 
receipts from the assigned revenues have only increased 
18 per cent. 





AmonG the English contributors of special papers to the 
International Conference on Unemployment, which is to be held 
in Paris, September 18-21, are Mr. A. C. Pigou, Professor of 
Political Economy at Cambridge, Mr. W. H. Beveridge, Director 
of Labour Exchanges, and Mr. N. B. Dearle, Fellow of All 
Soul’s College, Oxford. 





Mr. JamMes EapiE Topp has been appointed Lecturer in 
Economic History at the University of Edinburgh, succeeding 
Mr. George Unwin. After a brilliant career at the University 
of Edinburgh, Mr. Todd became an Honorary Exhibitioner of 
Balliol College, and took First Class Honours in the Final School 
of Modern History at Oxford. 
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Mr. C. F. BICKERDIKE has been appointed Lecturer on 
Economics and Commerce at the University of Manchester. Mr. 
Bickerdike is the author of two important articles in the 
Economic JouRNAL on The Taxation of Site Values, 1892, and 
on The Theory of Incipient Taxes, 1896 (commented on in the 
Economic JOURNAL for 1898 (p. 392). In virtue of the latter 
article there may be ascribed to Mr. Bickerdike the singular 
distinction of having said something new about Protection. 








RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 


Land Tenure and Political Development. Rev. F. W. Bussgtt. 
German and Austrian Municipal Enterprise. Rev. EH. A. 
GuenDay. Social Conditions and the Principles of 18384. Rut 
Kenyon. Marginal Productivity. J. A. Hopson. An answer 
to criticism. 


Journal of the Statistical Society. 


May. The General Election of January, 1910. S. Rosenpaum. The 
Correlation of Death Rates. K. Pearson and ALicE LEE. 
June. The Statistics of Wages in the Nineteenth Century. Part 
XIX. The Cotton Industry. Sect. V. Taking a wider range 
than in former Papers of the series, the writer considers changes 
in the structure of the industry, Factory Legislation, Collective 
Bargaining, and other circumstances affecting progress. 

JULY. Suggested Lines of Advance in English Vital Statistics. 
T. H. C. STEVENsoN. 


The Nineteenth Century. 


Aveust, 1910. Irish Ideas on Rural Reconstruction. Cou. Henry 
PitkInGTON (Patrick PerTeRRAS). A glowing picture of the 
benefits to rural life which may be expected from the “ Plunkett 
House.” 


The National Review. 


Avcust, 1910. State Tenants in Being: An Experiment. GILBERT 
Parker. The experience recorded in the Report of the Board 
of Agriculture, Cd. 5180, is interpreted. 


The Socialist Review. 


Aveust, 1910. The Municipalisation of Music-Halls is advocated by 
P. P. Hower. The Science of Banking. AN ASSOCIATE OF THE 
InsTITUTE OF Bankers. “The costly company system of man- 
agement,” “the failure of the State to socialise land and bank- 


ing,” are condemned. 


The Quarterly Journal of Economics (Boston). 


The Separation of State and Local Revenues. Cnarues J. Buiiocg. 
The advantages claimed for the plan are riddled with criticisms. 
The Subjective Element in the First Principles of Tazation. 
¥. Y. Epceworts. A supplement to articles in the Economic 
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JOURNAL; with reference to Prof. Seligman’s criticisms. Control 
of Railroad Accounts in leading European Countries. A. M. 
Sakouski. Small Holdings and Agricultural Co-operation in 
England. C. R. Fay. A description and forecast. Present 
Work and Present Wages. J. G. Toompson. A criticism of 
Prof. Taussig’s theories. 


Political Science Quarterly (New York). 

The Income-tax Amendment. E. R. A. Sexicman. The pending 
constitutional amendment is not only politically innocuous but 
also economically sound. Economic Aspects of the French 
Revolution. E. M. Sart. “Up to the present no thoroughly 
sound history of the French Revolution has appeared.” The 
writer hopes better things from the Collection des documents 
inédits sur Vhistoire économique de la révolution frangaise, which 
is in course of publication. 


The Yale Review. 
May, 1910. A tribute to the memory of the late Professor Sumner 
is paid by several distinguished colleagues or pupils. The 
Holding Corporation. M. H. Rosinson. 


Journal of Political Economy (Chicago). 


May, 1910. The Prices of American Stocks, 1890-1909. Werstey 
C. Mitcuett. An index-number calculated to indicate the rela- 
tions between prices and business property. 

Juty. The Prices of Preferred and Common Stocks, 1890-1909. 
W.C. Mitcnety. A sequel to the article in the May number. 


American Academy of Political Science (Philadelphia). 


May, 1910. This number is devoted to Stocks and the Stock- 
Market. 


Journal des Economistes (Paris). 


June. La séparation du capital et du travail dans la production. G. 
pE Moninari. Les transports. Yves Guyot. Le libre-échange 
B. G. BasKETT. 

Juty. La revanche des vérités économiques. Y.Guyor. Le café au 
Brésil. A. D’ANTHOUARD. 


Revue d’Economie Politique (Paris). 
Jung, 1910. La révolution monétaire du XVI Siécle. KE. Levas- 
szur. L’assistance &@ Genéve. A. Acnard. La liberté du 
commerce des grains et le Parlement de Paris. J. Lescure. 


Revue Economique Internationale (Brussels). 

June, 1910. The relation of Socialism to the Land question in 
Congo is discussed by Emme VANDERVELDE. The Post-bellum 
Economic Situation of Japan is described by a Japanese 
authority; the Austro-Hungarian Bank by a_ well-informed 
Austrian. 
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Juty. General reflections on the Economic Situation of Islam, by 
A. Le CHATELIER, precede a lucid exposition of the tobacco 
monopoly, which secures the Turkish debt, by GEorGES RENARD. 
The Arte di Calimala, a corporation doing wholesale business in 
Florence of the XIIIth century, is reconstructed by PRorEssor 
G. RENARD. 


L’ Economiste Francais (Paris). 


Junge 25. La Prochaine Dépopulation de la France. Paui LeEroy 
Beavuuieu. The remedy against national suicide is to generalise 
the idea that a normal family should contain at least three 
children, (1) by confining State and municipal offices to fathers 
of three or more children (at least married officials should receive 
higher salaries), (2) giving a bounty (prime) of 500 francs for 
every child after the second. 

Juty 30. The German census of occupations is summarised by 
M. A. RAFFALOVICH. 

Aucust 6. M. de Foville, referring to the recent monetary census 
in France, estimates the value of gold coin now in France as 
6000 million francs. 

Avucust 20. Le prix de la vie. Paut Leroy Beavuiev. The rise of 
wheat and wine are temporary. A general rise in the price of 
food is not proved. Compare M. Pierre Leroy Beavtieu on the 
rise of prices, June 11. 


Le Christianisme Sociale (Paris). 


June, 1910. The new French law for workmen’s pensions (retraites) 
is lucidly explained by Prof. Gide. ‘The new law couldn’t have 
been avoided and could hardly be very different from what it is.’ 

. “Possibly one day we shall see in our Socialistic Budget 
(Budget de Solidarité Sociale), after some hundreds of millions 
of francs for pensions to the old, some more hundreds of millions 
for the benefit of the young.” 


Jahrbiicher fiir Nationalékonomie (Jena). 


Juty, 1910. Arbeitslosenstatistik. O. Most. Bestellbauten und 
Verkaufsbauten. H. Woutrr. The old system of building 
houses for the proprietor to inhabit and the new system of 
building houses to be let or sold are contrasted. Die Berufsge- 
burtigkeit in Halle. M. Ruscw. On some relations between 
occupation and birth-rates. 

Aveust. Die Zukunft der Wirtschaftgeschichte. G. Bropnitz. Der 
gegenwartige Stand der Kartellbewegung in Russland. J. 
GOLDSTEIN. 


Archiv fiir Sozialwissenschaft (Tubingen). 


May, 1910. Die Kommerzialisierung des Wirtschaftslebens. W. 
Sompart. Die Soziallehrer der Christlichen Kirchen III. Der 
Protestantismus. E.TrorettscH. Das Gesetz der abnehmenden 
Bodenertrages. J. ESSLEN. 

Juty. Prof. Sombart concludes the immense article begun in May 
on the connection between the money-market and industry ; with 
special reference to the part played by the Jews. 
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Zeitschrift fiir die gesamte Staatswissenschaft (Tiibingen). 


1910. Herr 3. Das Gesetz der Massenproduktion. K. Bicuer. 
Wirtschaftwissenschaft und Wirtschaftpolitik II. G. Conn. 


Zeitschrift fiir Volkswirtschaft (Vienna). 


1910. Herr III. This isa rich number, containing appreciations of 
Karl Menger by Pror. R. ZuckerKANDL, and of N. G. Pierson 
by Pror. VERRIJN STUART; also a study on Commercial Crises 
by Dr. J. ScHUMPELER. 


Giornale degli Economisti (Rome). 


Marca, 1910. Sul carattere delle leggi Statistiche. C. Bresciani 
Turroni. Pressione Teorica dit qualunque imposta. M. 
PanTaLEoni. Dazi doganali. G. Carano-Donsito. Per una 
Statistica delle Assicurazioni. A. Benepuce. Sulla “ Boule de 
Neige.” L. Amoroso. 

Aprin. Sindacati fra Aziende. G. Anas. A study in Trusts; with 
reference to the distinction between simple and complex (collec- 
tive) monopoly. Delle coalizioni operaie. I. F. CHena. The 
power of workmen’s combinations to raise wages is discussed. 

May. ca finanza del nuovo regno d'Italia. G. Carano-DonvTo. 
The financial system adopted by the kingdom of Italy proves 
burdensome to the rural population of the South. Jl quarto 
Canone di Stuart Mill. L. Amoroso. Mill’s proposition that 
demand for commodities is not demand for labour is discussed. 
Delle coalizione operaie (continued). F. Cena. Sulla appli- 
cazione delle medie a serie statistiche. O. G. DEL VEccHIO. 





NEW BOOKS. 


Belfast, Queen’s University of. Lectures. No. I., Irish Linen, 
with some features of its Production. Sir WiiuiAM CRAWFORD. 
No. II., Recent History in Ireland, with Special Reference to the 
Industrial Movement. A. G. Wiuson. 


Brazil: its Natural Riches and Industries. Vol. I., Productive 
Industry. Paris: Ailland. 1910. Pp. 384. 
{An interesting historical and geographical summary, introducing a series of 
industries. } 
Cooper (Sir W. E.). Britain for the Briton. London: Smith, 
Elder and Co. 1909. Pp. xix+390. 10s. 6d. net. 


[‘‘ Free trade is a veritable jumble of paradoxes and economic inconsistencies.”’] 


CuapMaNn (Pror. S. J.). Home Work. (Presidential Address to 
the Manchester Statistical Society.) Manchester: Heywood. 1910. 
Pp. 109. 

[Statistics—in which among very diverse rates of wages the most frequent, and the 
numbers at that rate, are specified—show a considerable fringe of homework miser- 
ably paid and done under the worst conditions. The explanation is not only low 
marginal worth, but also a weakness of strategic position causing some home- 
workers to get less than their marginal worth. Follows a discussion of remedies : 
(1) Prohibition of Home Work; (2) Regulation on the Analogy of Factories ; 
(3) Licensing ; (4) Wage-Boards, which ‘ will probably prove more serviceable than 
might at first be supposed.”] 
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Curtis (C. E.) and Gorpon (R. A.). A Practical Handbook upon 
Agricultural Tenancies. London: Lockwood. 1910. Pp. 328. 


Dawparn (C. Y. C.). Social Contract. London: Green. 
Pp. 152. 

DicksrE (L. R.). Business Organization. (Commercial Series.) 
London: Longmans. 1910. Pp. 283. 5s. 


Epwarps (Rev. G. Z.). A Vicar as Vagrant. London: King. 
1910. Pp. 82. 


Farming in Canada. Edinburgh: London: W. Blackwood and 
Sons. 1909. Pp. 195. Is. 


[The report of a Scottish commission on agriculture which was sent to Canada in 


Gric— (J. Watson). National and Local Finance. With a 
Preface by Sidney Webb. London: King. Pp. xxiv+404. 


Herpert (Epwarp C.). Newera. A Socialist Romance. With 
a chapter on Vaccination. London: King. 1910. Pp. 212. 
{An amusing picture of a Socialist Community started by a well-meaning 
employer, and proving unworkable. ] 
Hieaes (Mary) and Haywarp (Epwarp E.). Where Shall She 
Live? London: King. 1910. Pp. 216. 


Jevons (W. Sranuey). The State in Relation to Labour. Edited 
by F. W. Hirst. Fourth edition. London: Macmillan. 1910. 
Pp. 174. 

(Mr. Hirst contributes an appreciative Preface; but he is not prepared to accept 
his author’s unqualified utilitarianism ; nor can he understand how it can be 
true that free trade and protection ‘‘ depend for their validity upon time, place, and 
circumstance.”] 

Kettie (J. 8., editor). The Statesman’s Year-Book for the year 
1910. London: Macmillan. 


(The forty-seventh annual fully maintains the reputation of its predecessors. 
Among new topics of economic interest may be mentioned reference to old age 
pensions in France and the results of the Census of Production.] 


Matiock (W. H.). The Nation as a Business Firm. London: 
Black. 1910. Pp. 268. 
a attempt to cut a path through jungle” is the author’s conception of the 
work.] 
Rea (Ricut Hon. Russeui). Imports and Employment. An 
Economic Note. London: Cassell. 1910. Pp. 20. 
[{‘‘ Foreign imports do not reduce home employment and cannot do so.”’] 
Row-Foeo (C. A.). Some Notes on the Recent Depreciation of 
Gilt-edged Securities. Edinburgh: Blackwood. 1910. Pp. 8. 
[A rise in the general rate of interest is attributed to a rise in general prices 
consequent on increased gold supplies. | 
Suaw (B.). Socialism and Superior Brains: a reply to Mr. 
Mallock. London: King. 1910. 1s. 


Meyer (H. R.). The ABC of Commerce. London: Simpkins. 
1910. Pp. 130. 
[A text adapted to the requirements of students and clerks. ] 


Uvenara (G. E.). The Political Development of Japan, 
1867-1909. London: Constable. 1910. Pp. 296. 
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American Economic Association. Papers and Discussions of the 
Twenty-Second Annual Meeting. Cambridge, Mass.: American 
Economic Association. 1910. Pp. 383. 

[Among the papers followed by discussion may be noticed Prof. Taussig’s Outlines 
of a Theory of Wages, questioning the existence of a ‘‘separate or specific product 
of capital.” ‘‘The wasting can hardly be said to produce anything; it simply 
enables labour to produce more.” Prof. Seligman showed the progress of Taxation 
during the past twenty-five years, and its present tendencies, contending that the 
doctrine of ability as now reinvigorated is superior to any of the rival conceptions. 
Prof. Pantaleoni introduced the subject of Economic Dynamics; Mr. Francis 
Walker, The Causes and Remedies of Trusts. There was a ‘‘ Round Table” 
discussion on the Problems of Country Life, in which Sir Horace Plunkett, 
Mr. James Bryce, and Prof. T. N. Carver took part. ] 


Batcnw (Emity). Our Slavic Fellow Citizens. New York: 
(Charity Publication Committee.) 1910. Pp. 512. 


[The author is Associate Professor of Economics in Wesley College, Massachusetts. 
Her account of the Economic Situation of the Slav in America and her analysis of 
the reasons why the effect on the labour market has not been more depressing 
reward study. ] 

Lovey (W. H.). Corporation Finance. An exposition of the 
principles and methods governing the promotion, organisation, and 
management of modern corporations. New York: Alex. Hamilton 
Inst. 1910. Pp. xx+480. 

[Vol. IV of the Modern Business series. The author is professor of finance and 
transportation in New York University School of Commerce. ] 


Kintzy (D.). The Use of Credit Instruments in Payments in 
the United States. A Report to the National Monetary Commission. 
(Senate Doc. No. 399, 61st Cong. 2d sess.) Washington: National 
Monetary Commission. 1910. Pp. 219+tables and diagrams. 


[Over 90 per cent. of the country’s wholesale business is done by means of credit 
instruments. ] 


Myers (G.). History of the Great American Fortunes. 
Vol. II. Great Fortunes from Railroads. Chicago: Kerr. 1910. 
$1.50. 


Rew (D. C.). Effective Industrial Reform. Stockbridge, Mass. : 
Author. 1910. Pp. 282 and index. $1.35. 
[The whole people are to organise into one large business corporation, distinct 
from the State, conducted for the interest of the stockholders. | 
SeacerR (Pror. H. R.). Social Insurance. A Programme of 
Social Reform. (American Social Progress Series.) New York: 
Macmillan Co. 1910. Pp. 175. 


Wricat (C. W.). Wool-growing and the Tariff. A Study in 
the Economic History of the United States. Boston: Houghton 
Mifflin Co. 1910. Pp. 362. 

{A survey of wool growing and woollen manufacture points to the conclusion that 
‘the tendency to overestimate the power of the tariff, either for good or evil, is 
almost universal.”] 

Bovreeots (L.), Adam (P.), and others. La misére sociale de la 
femme, d’aprés les écrivains et les artistes du XVII° au XX® siécle. 
Paris: Devambez. 1910. 


D’AvenEL (G.). Histoire économique de la propriété, des 
salaires, des denrées et de tous les prix en général depuis 1200 
jusqu’en 1800. Vol. V. Les classes riches et bourgeoises. Paris: 
KE. Leroux. 1910. Pp. 782. 20 fr. 
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Davies (J.), Hamey (C. P.). Prédictions sur le commerce en 
1910. Paris: Pigier. 1910. 6.50 fr. : 


Lanpry (A.). Essai Economique sur les mutations des Monnaies 
dans l’Ancienne France. Paris: Champion. 1910. Pp. 216. 

Manaim (Ernest). Les abonnements d’ouvriers sur les lignes 
de chemins de fer Belges et leurs effets sociaux. (Institute Solway.) 
Brussels: Misch & Thron. 1910. Pp. 259. 


[An investigation conducted largely by personal inquiry into the system of cheap 
railway tickets for workmen which;prevails in Belgium—its diverse influences on the 
mind and character of the workers, as well as the purely economic effects, the 
utilisation of resources and the perfection of the labour market.] 


Borcut (R. vAN DER). Beruf, gesellschaftliche Gliederung u. 
Betrieb im Deutschen Reiche. Vortrag. Leipzig: Teubner. 1910. 
Pp. 138. 2.80 m. 

DunkER (Dr. RupotF). Wirtschaftstudien aus Siidamerika 
speziell iiber Chile. Leipzig: Duncker und Humblot. 1910. 
Pp. vi+ 202. 

[The author is a Bank official who was in Chile for four years and had oppor- 
tunities for making economic studies on the spot. He deals fully with the finances 
of Chile, and also considers the products of the soil, and commerce and industry.] 

Epuraim (Dr. HuGo). Die Stadt Oldenburg im sozialstatistischer 
Beleuchtung. (Zeitschrift fiir die gesamte Staatswissenschaft : 
Erganzungsheft xxxiv). Tibingen: Laupp. Pp. 126. 

GorHts (Pav). Berlin als Binnenschiffartsplatz. Leipzig: 
Duncker und Humblot. 1910. Pp. 183. 

LEDERER (Pav). Die Entwicklung der siidafrikanischen Union 
auf verkehrspolitischer Grundlage. Leipzig: Duncker und 
Humblot. 1910. Pp. 165. 

Lotz (W.). Verkehrsentwickelung in Deutschland, 1800-1900. 
Dritte Auflage. Leipzig: Teubner. 1910. Pp. 141. 

{A new edition, brought up to date, of a useful work first published in 1900.] 

Scumipt (Dr. Geora). Kredit und Zins. Leipzig: Duncker und 
Humblot. 1910. Pp. 52. 

JAFFE (EpGar). Das Englische Bankwesen. Leipzig: Duncker 
und Humblot. 1910. Pp. 370. 

[Developments subsequent to the first edition, in particular the American crisis, 
are noticed. ] 

VouTers (Dr. H.). Le petit commerce contre les grands 
magasins et les coopératives de consommation. Paris: Rousseau. 
1910. Pp. 205. 

WEYERMANN (Dr. M.). Zur Geschichte des Immobiliarkredit- 
wesens in Preussen. Karlsruhe in Baden: G. Braunsche Hofbuch- 
druckerei und Verlag. 1910. Pp. xiv+239. 

{Much of the soil in many of the German States is heavily mortgaged. How can 
it be redeemed? And how did the burden of debt arise? Dr. Weyermann attempts 
to answer these questions, limiting his researches to Prussia. His starting point is 
1620, and he uses many unpublished sources. } 

Suptno (C.). Il Mercato Monetario Internazionale. Milan: 
Heepli. 1910. 


Lorint (E.). La Republica Argentina. Vol. III. Rome: 


Loescher. 


Prato (G.). Il Protezionismo Operaio. Turin: 1910. Pp. 236. 


[On restrictions of Immigration.] 








